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31.04.015 Definitions. The definitions set forth in this 
section apply throughout this chapter unless the context 
clearly requires a different meaning. 

(1) "Add-on method" means the method of precomput- 
ing interest payable on a loan whereby the interest to be 
earned is added to the principal balance and the total plus any 
charges allowed under this chapter is stated as the loan 
amount, without further provision for the payment of interest 
except for failure to pay according to loan terms. The director 
may adopt by rule a more detailed explanation of the meaning 
and use of this method. 

(2) "Affiliate" means any person who, directly or indi- 
rectly through one or more intermediaries, controls, or is con- 
trolled by, or is under common control with another person. 

(3) "Applicant" means a person applying for a license 
under this chapter. 

(4) "Borrower" means any person who consults with or 
retains a licensee or person subject to this chapter in an effort 
to obtain, or who seeks information about obtaining a loan, 
regardless of whether that person actually obtains such a 
loan. "Borrower" includes a person who consults with or 
retains a licensee or person subject to this chapter in an effort 
to obtain, or who seeks information about obtaining a resi- 
dential mortgage loan modification, regardless of whether 
that person actually obtains a residential mortgage loan mod- 
ification. 

(5) "Department" means the state department of financial 
institutions. 

(6) "Depository institution" has the same meaning as in 
section 3 of the federal deposit insurance act on July 26, 
2009, and includes credit unions. 

(7) "Director" means the director of financial institu- 
tions. 

(8) "Educational institution" means any entity that is a 
degree-granting institution as defined in RCW 28B.85.010, a 
private vocational school as defined in RCW 28C.10.020, or 
school as defined in RCW 18.16.020. 

(9) "Federal banking agencies" means the board of gov- 
ernors of the federal reserve system, comptroller of the cur- 
rency, director of the office of thrift supervision, national 
credit union administration, and federal deposit insurance 
corporation. 

(10) "Individual servicing a mortgage loan" means a per- 
son on behalf of a lender or servicer licensed by this state, 
who collects or receives payments including payments of 
principal, interest, escrow amounts, and other amounts due, 
on existing obligations due and owing to the licensed lender 
or servicer for a residential mortgage loan when the borrower 
is in default, or in reasonably foreseeable likelihood of 
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default, working with the borrower and the licensed lender or 
servicer, collects data and makes decisions necessary to mod- 
ify either temporarily or permanently certain terms of those 
obligations, or otherwise finalizing collection through the 
foreclosure process. 

(11) "Insurance" means life insurance, disability insur- 
ance, property insurance, involuntary unemployment insur- 
ance, and such other insurance as may be authorized by the 
insurance commissioner. 

(12) "License" means a single license issued under the 
authority of this chapter. 

(13) "Licensee" means a person to whom one or more 
licenses have been issued. "Licensee" also means any person, 
whether located within or outside of this state, who fails to 
obtain a license required by this chapter. 

(14) "Loan" means a sum of money lent at interest or for 
a fee or other charge and includes both open-end and 
closed-end loan transactions. 

(15) "Loan processor or underwriter" means an individ- 
ual who performs clerical or support duties as an employee at 
the direction of and subject to the supervision and instruction 
of a person licensed, or exempt from licensing, under this 
chapter. 

(16) "Making a loan" means advancing, offering to 
advance, or making a commitment to advance funds to a bor- 
rower for a loan. 

(17) "Mortgage broker" means the same as defined in 
RCW 19.146.010, except that for purposes of this chapter, a 
licensee or person subject to this chapter cannot receive com- 
pensation as both a consumer loan licensee making the loan 
and as a consumer loan licensee acting as the mortgage bro- 
ker in the same loan transaction. 

(18)(a) "Mortgage loan originator" means an individual 
who for compensation or gain (i) takes a residential mortgage 
loan application, or (ii) offers or negotiates terms of a resi- 
dential mortgage loan. "Mortgage loan originator" also 
includes individuals who hold themselves out to the public as 
able to perform any of these activities. "Mortgage loan origi- 
nator" does not include any individual who performs purely 
administrative or clerical tasks; and does not include a person 
or entity solely involved in extensions of credit relating to 
timeshare plans, as that term is defined in section 101(53D) 
of Title 11, United States Code. For the purposes of this defi- 
nition, administrative or clerical tasks means the receipt, col- 
lection, and distribution of information common for the pro- 
cessing of a loan in the mortgage industry and communica- 
tion with a consumer to obtain information necessary for the 
processing of a residential mortgage loan. 

(b) "Mortgage loan originator" also includes an individ- 
ual who for direct or indirect compensation or gain performs 
residential mortgage loan modification services or holds him- 
self or herself out as being able to perform residential mort- 
gage loan modification services. 

(c) "Mortgage loan originator" does not include a person 
or entity that only performs real estate brokerage activities 
and is licensed or registered in accordance with applicable 
state law, unless the person or entity is compensated by a 
lender, a mortgage broker, or other mortgage loan originator 
or by any agent of such a lender, mortgage broker, or other 
mortgage loan originator. For the purposes of chapter 120, 
Laws of 2009, the term "real estate brokerage activity" means 
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any activity that involves offering or providing real estate 
brokerage services to the public, including: 

(i) Acting as a real estate agent or real estate broker for a 
buyer, seller, lessor, or lessee of real property; 

(ii) Bringing together parties interested in the sale, pur- 
chase, lease, rental, or exchange of real property; 

(iii) Negotiating, on behalf of any party, any portion of a 
contract relating to the sale, purchase, lease, rental, or 
exchange of real property, other than in connection with pro- 
viding financing with respect to such a transaction; 

(iv) Engaging in any activity for which a person engaged 
in the activity is required to be registered or licensed as a real 
estate agent or real estate broker under any applicable law; 
and 

(v) Offering to engage in any activity, or act in any 
capacity, described in (c)(1) through (iv) of this subsection. 

(d) This subsection does not apply to employees of a 
housing counseling agency approved by the United States 
department of housing and urban development unless the 
employees of a housing counseling agency are required under 
federal law to be individually licensed as mortgage loan orig- 
inators. 

(19) "Nationwide mortgage licensing system" means a 
licensing system developed and maintained by the confer- 
ence of state bank supervisors for licensing and registration. 

(20) "Officer" means an official appointed by the com- 
pany for the purpose of making business decisions or corpo- 
rate decisions. 

(21) "Person" includes individuals, partnerships, associ- 
ations, limited liability companies, limited liability partner- 
ships, trusts, corporations, and all other legal entities. 

(22) "Principal" means any person who controls, directly 
or indirectly through one or more intermediaries, alone or in 
concert with others, a ten percent or greater interest in a part- 
nership; company; association or corporation; or a limited 
liability company, and the owner of a sole proprietorship. 

(23) "Registered mortgage loan originator" means any 
individual who meets the definition of mortgage loan origina- 
tor and is an employee of a depository institution; a subsidi- 
ary that is owned and controlled by a depository institution 
and regulated by a federal banking agency; or an institution 
regulated by the farm credit administration and is registered 
with, and maintains a unique identifier through, the nation- 
wide mortgage licensing system. 

(24) "Residential mortgage loan" means any loan pri- 
marily for personal, family, or household use that is secured 
by a mortgage, deed of trust, or other consensual security 
interest on a dwelling, as defined in the truth in lending act, or 
residential real estate upon which is constructed or intended 
to be constructed a dwelling. 

(25) "Residential mortgage loan modification" means a 
change in one or more of a residential mortgage loan's terms 
or conditions. Changes to a residential mortgage loan's terms 
or conditions include but are not limited to forbearances; 
repayment plans; changes in interest rates, loan terms, or loan 
types; capitalizations of arrearages; or principal reductions. 

(26) "Residential mortgage loan modification services" 
includes negotiating, attempting to negotiate, arranging, 
attempting to arrange, or otherwise offering to perform a res- 
idential mortgage loan modification for compensation or 
gain. "Residential mortgage loan modification services" also 
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includes the collection of data for submission to an entity per- 
forming mortgage loan modification services. 

(27) "S.A.F.E. act" means the secure and fair enforce- 
ment for mortgage licensing act of 2008, Title V of the hous- 
ing and economic recovery act of 2008 ("HERA"), P.L. 110- 
289, effective July 30, 2008. 

(28) "Senior officer" means an officer of a licensee at the 
vice president level or above. 

(29) "Service or servicing a loan" means on behalf of the 
lender or investor of a residential mortgage loan: (a) Collect- 
ing or receiving payments on existing obligations due and 
owing to the lender or investor, including payments of princi- 
pal, interest, escrow amounts, and other amounts due; (b) col- 
lecting fees due to the servicer; (c) working with the borrower 
and the licensed lender or servicer to collect data and make 
decisions necessary to modify certain terms of those obliga- 
tions either temporarily or permanently; (d) otherwise finaliz- 
ing collection through the foreclosure process; or (e) servic- 
ing a reverse mortgage loan. 

(30) "Service or servicing a reverse mortgage loan" 
means, pursuant to an agreement with the owner of a reverse 
mortgage loan: Calculating, collecting, or receiving pay- 
ments of interest or other amounts due; administering 
advances to the borrower; and providing account statements 
to the borrower or lender. 

(31) "Simple interest method" means the method of com- 
puting interest payable on a loan by applying the annual per- 
centage interest rate or its periodic equivalent to the unpaid 
balances of the principal of the loan outstanding for the time 
outstanding. 

(a) On a nonresidential loan each payment is applied first 
to any unpaid penalties, fees, or charges, then to accumulated 
interest, and the remainder of the payment applied to the 
unpaid balance of the principal until paid in full. In using 
such method, interest must not be payable in advance nor 
compounded. The prohibition on compounding interest does 
not apply to reverse mortgage loans made in accordance with 
the Washington state reverse mortgage act. The director may 
adopt by rule a more detailed explanation of the meaning and 
use of this method. 

(b) On a residential mortgage loan payments are applied 
as determined in the security instrument. 

(32) "Student education loan" means any loan solely for 
personal use to finance postsecondary education and costs of 
attendance at an educational institution. A student education 
loan includes a loan made to refinance a student education 
loan. A student education loan does not include a payment 
plan or accounts receivable at a higher education institution 
as defined in RCW 28B.07.020(4) only during the time of a 
student's enrollment in the higher education institution, not to 
include a refinanced payment plan or accounts receivable, an 
extension of credit under an open-end consumer credit plan, 
a reverse mortgage transaction, a residential mortgage trans- 
action, or any other loan that is secured by real property or a 
dwelling. 

(33) "Student education loan borrower" means: (a) Any 
resident of this state who has received or agreed to pay a stu- 
dent education loan; or (b) any person who shares responsi- 
bility with such resident for repaying the student education 
loan. 
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(34) "Student education loan servicer" means any per- 
son, wherever located, responsible for the servicing of any 
student education loan to any student education loan bor- 
rower. 

(35) "Student education loan servicing" or "service a stu- 
dent education loan" means: (a) Receiving any scheduled 
periodic payments from a student education loan borrower 
pursuant to the terms of a student education loan; (b) apply- 
ing the payments of principal and interest and such other pay- 
ments with respect to the amounts received from a student 
education loan borrower, as may be required pursuant to the 
terms of a student education loan; (c) working with the stu- 
dent education loan borrower to collect data, or collecting 
data, to make decisions to modify the loan; or (d) performing 
other administrative services with respect to a student educa- 
tion loan including collection activities. "Student education 
loan servicing" does not include third-party student education 
loan modification services. 

(36) "Third-party residential mortgage loan modification 
services" means residential mortgage loan modification ser- 
vices offered or performed by any person other than the 
owner or servicer of the loan. 

(37) "Third-party service provider" means any person 
other than the licensee or a mortgage broker who provides 
goods or services to the licensee or borrower in connection 
with the preparation of the borrower's loan and includes, but 
is not limited to, credit reporting agencies, real estate brokers 
or salespersons, title insurance companies and agents, 
appraisers, structural and pest inspectors, or escrow compa- 
nies. 

(38) "Third-party student education loan modification 
services" means for compensation or other consideration by 
or on behalf of the borrower working with the student educa- 
tion loan borrower or his or her representative to collect data 
or prepare or submit documents, or collecting data and pre- 
paring or submitting documents, to modify, refinance, or con- 
solidate the loan, or change repayment plans. 

(39) "Unique identifier" means a number or other identi- 
fier assigned by protocols established by the nationwide 
mortgage licensing system. [2018 c 62 § 9. Prior: 2015 c 229 
§ 19; 2013 c 29 § 1; 2010 c 35 § 1; prior: 2009 c 149 § 12; 
2009 c 120 § 2; 2001 c 81 § 1; 1994 c 92 § 161; 1991 c 208 § 
2.] 

Findings—Declarations—2009 c 120: "The legislature finds and 
declares that accessibility to credit is vital to the citizens of this state. The 
legislature declares that it is essential for the protection of citizens of this 
state and the stability of the state's economy that standards for licensing and 
regulation of the business practices of lenders be imposed. The legislature 
further finds that the activities of lenders and mortgage loan originators and 
the origination or offering of financing for residential real property have a 
direct, valuable, and immediate impact upon this state's consumers, this 
state's economy, the neighborhoods and communities of this state, and the 
housing and real estate industry. The legislature therefore declares that this 
act is necessary to encourage responsible lending in all credit transactions, to 


protect borrowers, and to preserve access to credit in the residential real 
estate lending market." [2009 c 120 § 1.] 


31.04.025 Application of chapter. (1) Each loan made 
to a resident of this state by a licensee, or persons subject to 
this chapter, is subject to the authority and restrictions of this 
chapter. 


(2) This chapter does not apply to the following: 
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(a) Any person doing business under, and as permitted 
by, any law of this state or of the United States relating to 
banks, savings banks, trust companies, savings and loan or 
building and loan associations, or credit unions; 

(b) Entities making loans under chapter 19.60 RCW 
(pawnbroking); 

(c) Entities conducting transactions under chapter 63.14 
RCW (retail installment sales of goods and services), unless 
credit is extended to purchase merchandise certificates, cou- 
pons, open or closed loop stored value, or other similar items 
issued and redeemable by a retail seller other than the retail 
seller extending the credit; 

(d) Entities making loans under chapter 31.45 RCW 
(check cashers and sellers); 

(e) Any person making a loan primarily for business, 
commercial, or agricultural purposes unless the loan is 
secured by a lien on the borrower's primary dwelling; 

(f) Any person selling property owned by that person 
who provides financing for the sale when the property does 
not contain a dwelling and when the property serves as secu- 
rity for the financing. This exemption is available for five or 
fewer transactions in a calendar year. This exemption is not 
available to individuals subject to the federal S.A.F.E. act or 
any person in the business of constructing or acting as a con- 
tractor for the construction of residential dwellings; 

(g) Any person making loans made to government or 
government agencies or instrumentalities or making loans to 
organizations as defined in the federal truth in lending act; 

(h) Entities making loans under chapter 43.185 RCW 
(housing trust fund); 

(i) Entities making loans under programs of the United 
States department of agriculture, department of housing and 
urban development, or other federal government program 
that provides funding or access to funding for single-family 
housing developments or grants to low-income individuals 
for the purchase or repair of single-family housing; 

(j) Nonprofit housing organizations making loans, or 
loans made, under housing programs that are funded in whole 
or in part by federal or state programs if the primary purpose 
of the programs is to assist low-income borrowers with pur- 
chasing or repairing housing or the development of housing 
for low-income Washington state residents; 

(k) Entities making loans which are not residential mort- 
gage loans under a credit card plan; 

(1) Individuals employed by a licensed residential mort- 
gage loan servicing company engaging in activities related to 
servicing, unless licensing is required by federal law or regu- 
lation; and 

(m) Entities licensed under chapter 18.44 RCW that pro- 
cess payments on seller-financed loans secured by liens on 
real or personal property. 

(3) The director may, at his or her discretion, waive 
applicability of the consumer loan company licensing provi- 
sions of this chapter to other persons, not including individu- 
als subject to the S.A.F.E. act, making or servicing loans 
when the director determines it necessary to facilitate com- 
merce and protect consumers. 

(4) The burden of proving the application for an exemp- 
tion or exception from a definition, or a preemption of a pro- 
vision of this chapter, is upon the person claiming the exemp- 
tion, exception, or preemption. 
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(5) The director may adopt rules interpreting this section. 
[2015 c 229 § 20. Prior: 2013 c 64 § 2; 2013 c 29 § 2; 2012 c 
17 § 1; prior: 2011 c 191 § 1; prior: 2009 c 311 § 1; 2009 c 
120 § 3; 2008 c 78 § 1; 2001 c 81 § 2; 1991 c 208 § 4.] 

Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


Severability—2008 c 78: "If any provision of this act or its application 
to any person or circumstance is held invalid, the remainder of the act or the 
application of the provision to other persons or circumstances is not 
affected." [2008 c 78 § 5.] 


31.04.027 Violations of chapter. (1) It is a violation of 
this chapter for a licensee, its officers, directors, employees, 
or independent contractors, or any other person subject to this 
chapter to: 

(a) Directly or indirectly employ any scheme, device, or 
artifice to defraud or mislead any borrower, to defraud or 
mislead any lender, or to defraud or mislead any person; 

(b) Directly or indirectly engage in any unfair or decep- 
tive practice toward any person; 

(c) Directly or indirectly obtain property by fraud or mis- 
representation; 

(d) Solicit or enter into a contract with a borrower that 
provides in substance that the consumer loan company may 
earn a fee or commission through the consumer loan com- 
pany's best efforts to obtain a loan even though no loan is 
actually obtained for the borrower; 

(e) Solicit, advertise, or enter into a contract for specific 
interest rates, points, or other financing terms unless the 
terms are actually available at the time of soliciting, advertis- 
ing, or contracting; 

(f) Fail to make disclosures to loan applicants as required 
by RCW 31.04.102 and any other applicable state or federal 
law; 

(g) Make, in any manner, any false or deceptive state- 
ment or representation with regard to the rates, points, or 
other financing terms or conditions for a residential mortgage 
loan or engage in bait and switch advertising; 

(h) Negligently make any false statement or knowingly 
and willfully make any omission of material fact in connec- 
tion with any reports filed with the department by a licensee 
or in connection with any investigation conducted by the 
department; 

(i) Make any payment, directly or indirectly, to any 
appraiser of a property, for the purposes of influencing the 
independent judgment of the appraiser with respect to the 
value of the property; 

(j) Accept from any borrower at or near the time a loan is 
made and in advance of any default an execution of, or induce 
any borrower to execute, any instrument of conveyance, not 
including a mortgage or deed of trust, to the lender of any 
ownership interest in the borrower's primary dwelling that is 
the security for the borrower's loan; 

(k) Obtain at the time of closing a release of future dam- 
ages for usury or other damages or penalties provided by law 
or a waiver of the provisions of this chapter; 

(1) Advertise any rate of interest without conspicuously 
disclosing the annual percentage rate implied by that rate of 
interest; 

(m) Violate any applicable state or federal law relating to 
the activities governed by this chapter; or 
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(n) Make or originate loans from any unlicensed loca- 
tion. 

(2) It is a violation of this chapter for a student education 
loan servicer to: 

(a) Conduct licensable activity from any unlicensed 
location; 

(b) Misrepresent or omit any material information in 
connection with the servicing of a student education loan 
including, but not limited to, misrepresenting the amount, 
nature, conditions, or terms of any fee or payment due or 
claimed to be due on a student education loan, the terms and 
conditions of the loan agreement, the availability of loan dis- 
charge or forgiveness options, the availability and terms of 
and process for enrolling in income-driven repayment, or the 
borrower's obligations under the loan; 

(c) Provide inaccurate information to a credit bureau, 
thereby harming a student education loan borrower's credit- 
worthiness, including failing to report both the favorable and 
unfavorable payment history of the student education loan; 

(d) Fail to report to a consumer credit bureau at least 
annually if the student education loan servicer regularly 
reports information to a credit bureau; 

(e) Refuse to communicate with an authorized represen- 
tative of the student education loan borrower who provides a 
written authorization signed by the student education loan 
borrower. However, the student education loan servicer may 
adopt procedures reasonably related to verifying that the rep- 
resentative is in fact authorized to act on behalf of the student 
education loan borrower; 

(f) Refuse to communicate with the student education 
loan borrower or an authorized representative of the student 
education loan borrower; 

(g) Apply payments made by a borrower to the outstand- 
ing balance of a student education loan, or allocate a payment 
across a group of student education loans, in a manner that 
does not conform with the borrower's stated intent. However, 
this subsection (2)(g) does not require application of a stu- 
dent education loan in a manner contrary to the express terms 
of the promissory note; 

(h) Fail to respond within fifteen calendar days to com- 
munications from the student loan advocate, or within such 
shorter, reasonable time as the student loan advocate may 
request in his or her communication; or 

(i) Fail to provide a response within fifteen calendar days 
to a consumer complaint submitted to the servicer by the stu- 
dent loan advocate. If necessary, a licensee may request addi- 
tional time up to a maximum of forty-five calendar days, pro- 
vided that such request is accompanied by an explanation 
why such additional time is reasonable and necessary. 

(3) The director's obligations or duties under chapter 62, 
Laws of 2018 are subject to section 21, chapter 62, Laws of 
2018. [2018 c 62 § 11; 2015 c 229 § 21; 2013 c 29 § 3; 2012 
c 17 § 2; 2011 c 191 § 2; 2001 c 81 § 3.] 


31.04.035 License required—When violation occurs. 
(1) No person may make secured or unsecured loans of 
money or things in action, or extend credit, or service or mod- 
ify the terms or conditions of residential mortgage loans, or 
service or modify student education loans, without first 
obtaining and maintaining a license in accordance with this 
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chapter, except those exempt under RCW 31.04.025 or not 
subject to licensure under RCW 31.04.420. 

(2) If a transaction violates subsection (1) of this section, 
any: 
(a) Nonthird-party fees charged in connection with the 
origination of the residential mortgage loan must be refunded 
to the borrower, excluding interest charges; and 

(b) Fees or interest charged in the making of a nonresi- 
dential loan must be refunded to the borrower. 

(3) The director's obligations or duties under chapter 62, 
Laws of 2018 are subject to section 21, chapter 62, Laws of 
2018. [2018 c 62 § 12; 2013 c 29 § 4; 2010 c 35 § 2; 2009 c 
120 § 4; 2008 c 78 § 2; 1991 c 208 § 3.] 

Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 
Severability—2008 c 78: See note following RCW 31.04.025. 


31.04.045 License—Application—Background 
checks—Fee—Surety bond. (1) Application for a license 
under this chapter must be made to the nationwide mortgage 
licensing system and registry or in the form prescribed by the 
director. The application must contain at least the following 
information: 

(a) The name and the business addresses of the applicant; 

(b) If the applicant is a partnership, limited liability com- 
pany, or association, the name of every member; 

(c) If the applicant is a corporation, the name, residence 
address, and telephone number of each officer and director; 

(d) The street address, county, and municipality from 
which business is to be conducted; and 

(e) Such other information as the director may require by 
rule. 

(2) As part of or in connection with an application for 
any license under this section, or periodically upon license 
renewal, each officer, director, and owner applicant must fur- 
nish information concerning his or her identity, including fin- 
gerprints for submission to the Washington state patrol, the 
federal bureau of investigation, or any governmental agency 
or entity authorized to receive this information for a state and 
national criminal history background check; personal history; 
experience; business record; purposes; and other pertinent 
facts, as the director may reasonably require. As part of or in 
connection with an application for a license under this chap- 
ter, or periodically upon license renewal, the director is 
authorized to receive criminal history record information that 
includes nonconviction data as defined in RCW 10.97.030. 
The department may only disseminate nonconviction data 
obtained under this section to criminal justice agencies. This 
section does not apply to financial institutions regulated 
under chapters 31.12 and 31.13 RCW and Titles 30A, 32, and 
33 RCW. 

(3) At the time of filing an application for a license under 
this chapter, each applicant shall pay to the director or 
through the nationwide mortgage licensing system and regis- 
try an investigation fee and the license fee in an amount 
determined by rule of the director to be sufficient to cover the 
director's costs in administering this chapter. 

(4) Each applicant must file and maintain a surety bond, 
approved by the director, executed by the applicant as obligor 
and by a surety company authorized to do a surety business in 
this state as surety, whose liability as such surety must not 
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exceed in the aggregate the penal sum of the bond. The penal 
sum of the bond must be a minimum of thirty thousand dol- 
lars and based on the annual dollar amount of loans origi- 
nated or residential mortgage loans serviced. The bond must 
run to the state of Washington as obligee for the use and ben- 
efit of the state and of any person or persons who may have a 
cause of action against the obligor under this chapter. The 
bond must be conditioned that the obligor as licensee will 
faithfully conform to and abide by this chapter and all the 
tules adopted under this chapter. The bond will pay to the 
state and any person or persons having a cause of action 
against the obligor all moneys that may become due and 
owing to the state and those persons under and by virtue of 
this chapter. The bond must be continuous and may be can- 
celed by the surety upon the surety giving written notice to 
the director of its intent to cancel the bond. The cancellation 
is effective forty-five days after the notice is received by the 
director. In lieu of a surety bond, if the applicant is a Wash- 
ington business corporation, the applicant may maintain 
unimpaired capital, surplus, and long-term subordinated debt 
in an amount that at any time its outstanding promissory 
notes or other evidences of debt (other than long-term subor- 
dinated debt) in an aggregate sum do not exceed three times 
the aggregate amount of its unimpaired capital, surplus, and 
long-term subordinated debt. The director may define quali- 
fying "long-term subordinated debt" for purposes of this sec- 
tion. 

(5) The director may waive one or more requirements of 
this section or permit an applicant to submit other informa- 
tion in lieu of the required information. [2015 c 229 § 22; 
2014 c 36 § 5; 2010 c 35 § 3; 2009 c 120 § 5; 2001 c 81 § 4; 
1994 c 92 § 162; 1991 c 208 § 5.] 

Effective date—2009 c 120 § 5: "In order to facilitate an orderly transi- 


tion to licensing and minimize disruption in the mortgage marketplace, sec- 
tion 5 of this act takes effect January 1, 2010." [2009 c 120 § 32.] 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.055 License—Director's duties. (1) The director 
shall issue and deliver a license to the applicant to make loans 
in accordance with this chapter at the location specified in the 
application if, after investigation, the director finds that: 

(a) The applicant has paid all required fees; 

(b) The applicant has submitted a complete application 
in compliance with RCW 31.04.045; 

(c) Neither the applicant nor its officers or principals 
have had a license issued under this section or any other sec- 
tion, in this state or another state, revoked or suspended 
within the last five years of the date of filing of the applica- 
tion; 

(d) Neither the applicant nor any of its officers or princi- 
pals have been convicted of a gross misdemeanor involving 
dishonesty or financial misconduct or a felony or a violation 
of the banking laws of this state or of the United States within 
seven years of the filing of an application; 

(e) The financial responsibility, experience, character, 
and general fitness of the applicant are such as to command 
the confidence of the community and to warrant a belief that 
the business will be operated honestly, fairly, and efficiently 
within the purposes of this chapter; and 


(2018 Ed.) 


Consumer Loan Act 


(f) Neither the applicant nor any of its principals have 
provided unlicensed residential mortgage loan modification 
services in this state in the five years prior to the filing of the 
present application. 

(2) If the director does not find the conditions of subsec- 
tion (1) of this section have been met, the director shall not 
issue the license. The director shall notify the applicant of the 
denial and return to the applicant the bond posted and the sum 
paid by the applicant as a license fee, retaining the investiga- 
tion fee to cover the costs of investigating the application. 
The director shall approve or deny every application for 
license under this chapter within ninety days from the filing 
of a complete application with the fees and the approved 
bond. [2010 c 35 § 4; 2001 c 81 § 5; 1994 c 92 § 163; 1991 c 
208 § 6.] 


31.04.065 License—Information contained. The 
license shall state the address at which the business is to be 
conducted and shall state fully the name of the licensee, and 
if the licensee is a copartnership or association, the names of 
its members, and if a corporation, the date and place of its 
incorporation. The license is not transferable or assignable. 
[2012 c 17 § 3; 1991 c 208 § 7.] 


31.04.075 Licensee—Place of business. The licensee 
may not maintain more than one place of business under the 
same license, but the director may issue more than one 
license to the same licensee upon application by the licensee 
in a form and manner established by the director. 

Whenever a licensee wishes to change the place of busi- 
ness to a street address other than that reported in the nation- 
wide mortgage licensing system and registry, the licensee 
must give prior written notice to the director, pay the fee, and 
obtain the director's approval. [2015 c 229 § 23; 2001 c 81 § 
6; 1994 c 92 § 164; 1991 c 208 § 8.] 


31.04.085 Licensee—Assessment—Bond—Time of 
payment. (1) A licensee shall, for each license held by any 
person, on or before the first day of each March, pay to the 
director an annual assessment as determined by rule by the 
director. The licensee shall be responsible for payment of the 
annual assessment for the previous calendar year if the 
licensee had a license for any time during the preceding cal- 
endar year, regardless of whether they surrendered their 
license during the calendar year or whether their license was 
suspended or revoked. At the same time the licensee shall file 
with the director the required bond or otherwise demonstrate 
compliance with RCW 31.04.045. 

(2) The director may establish a different yearly assess- 
ment fee for persons servicing residential mortgage loans. 
[2010 c 35 § 5; 2001 c 81 § 7; 1994 c 92 § 165; 1991 c 208 § 
9.] 


31.04.093 Licensing—Applications—Regulation of 
licensees—Director's duties and authority—Fines— 
Orders—Statute of limitations. (1) The director must 
enforce all laws and rules relating to the licensing and regula- 
tion of licensees and persons subject to this chapter. How- 
ever, the director's obligation under this subsection does not 
arise until the rules required under RCW 31.04.405 are 
adopted or until January 1, 2019, whichever is sooner. 
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(2) The director may deny applications for licenses for: 

(a) Failure of the applicant to demonstrate within its 
application for a license that it meets the requirements for 
licensing in RCW 31.04.045 and 31.04.055; 

(b) Violation of an order issued by the director under this 
chapter or another chapter administered by the director, 
including but not limited to cease and desist orders and tem- 
porary cease and desist orders; 

(c) Revocation or suspension of a license to conduct 
lending, residential mortgage loan servicing, student educa- 
tion loan servicing, or to provide settlement services associ- 
ated with lending, residential mortgage loan servicing, or stu- 
dent education loan servicing, by this state, another state, or 
by the federal government within five years of the date of 
submittal of a complete application for a license; or 

(d) Filing an incomplete application when that incom- 
plete application has been filed with the department for sixty 
or more days, provided that the director has given notice to 
the licensee that the application is incomplete, informed the 
applicant why the application is incomplete, and allowed at 
least twenty days for the applicant to complete the applica- 
tion. 

(3) The director may condition, suspend, or revoke a 
license issued under this chapter if the director finds that: 

(a) The licensee has failed to pay any fee due the state of 
Washington, has failed to maintain in effect the bond or per- 
mitted substitute required under this chapter, or has failed to 
comply with any specific order or demand of the director 
lawfully made and directed to the licensee in accordance with 
this chapter; 

(b) The licensee, either knowingly or without the exer- 
cise of due care, has violated any provision of this chapter or 
any rule adopted under this chapter; 

(c) A fact or condition exists that, if it had existed at the 
time of the original application for the license, clearly would 
have allowed the director to deny the application for the orig- 
inal license; or 

(d) The licensee failed to comply with any directive, 
order, or subpoena issued by the director under this chapter. 
The director may condition, revoke, or suspend only the par- 
ticular license with respect to which grounds for condition- 
ing, revocation, or suspension may occur or exist or the direc- 
tor may condition, revoke, or suspend all of the licenses 
issued to the licensee. 

(4) The director may impose fines of up to one hundred 
dollars per day, per violation, upon the licensee, its employee 
or loan originator, or other person subject to this chapter for: 

(a) Any violation of this chapter; or 

(b) Failure to comply with any directive, order, or sub- 
poena issued by the director under this chapter. 

(5) The director may issue an order directing the 
licensee, its employee or loan originator, or other person sub- 
ject to this chapter to: 

(a) Cease and desist from conducting business in a man- 
ner that is injurious to the public or violates any provision of 
this chapter; 

(b) Take such affirmative action as is necessary to com- 
ply with this chapter; 

(c) Make a refund or restitution to a borrower or other 
person who is damaged as a result of a violation of this chap- 
ter; 
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(d) Refund all fees received through any violation of this 
chapter. 

(6) The director may issue an order removing from office 
or prohibiting from participation in the affairs of any 
licensee, or both, any officer, principal, employee or mort- 
gage loan originator, or any person subject to this chapter for: 

(a) False statements or omission of material information 
from an application for a license that, if known, would have 
allowed the director to deny the original application for a 
license; 

(b) Conviction of a gross misdemeanor involving dis- 
honesty or financial misconduct or a felony; 

(c) Suspension or revocation of a license to engage in 
lending, residential mortgage loan servicing, student educa- 
tion loan servicing, or perform a settlement service related to 
lending or residential mortgage loan servicing, in this state or 
another state; 

(d) Failure to comply with any order or subpoena issued 
under this chapter; 

(e) A violation of RCW 31.04.027, 31.04.102, 
31.04.155, or 31.04.221; or 

(£) Failure to obtain a license for activity that requires a 
license. 

(7) Except to the extent prohibited by another statute, the 
director may engage in informal settlement of complaints or 
enforcement actions including, but not limited to, payment to 
the department for purposes of financial literacy and educa- 
tion programs authorized under RCW 43.320.150. If any per- 
son subject to this chapter makes a payment to the department 
under this section, the person may not advertise such pay- 
ment. 

(8) Whenever the director determines that the public is 
likely to be substantially injured by delay in issuing a cease 
and desist order, the director may immediately issue a tempo- 
rary cease and desist order. The order may direct the licensee 
to discontinue any violation of this chapter, to take such affir- 
mative action as is necessary to comply with this chapter, and 
may include a summary suspension of the licensee's license 
and may order the licensee to immediately cease the conduct 
of business under this chapter. The order becomes effective at 
the time specified in the order. Every temporary cease and 
desist order must include a provision that a hearing will be 
held upon request to determine whether the order will 
become permanent. Such hearing must be held within four- 
teen days of receipt of a request for a hearing unless other- 
wise specified in chapter 34.05 RCW. 

(9) A licensee may surrender a license by delivering to 
the director written notice of surrender, but the surrender 
does not affect the licensee's civil or criminal liability, if any, 
for acts committed before the surrender, including any 
administrative action initiated by the director to suspend or 
revoke a license, impose fines, compel the payment of resti- 
tution to borrowers or other persons, or exercise any other 
authority under this chapter. The statute of limitations on 
actions not subject to RCW 4.16.160 that are brought under 
this chapter by the director is five years. 

(10) The revocation, suspension, or surrender of a 
license does not impair or affect the obligation of a preexist- 
ing lawful contract between the licensee and a borrower. 

(11) Every license issued under this chapter remains in 
force and effect until it has been surrendered, revoked, or sus- 
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pended in accordance with this chapter. However, the direc- 
tor may on his or her own initiative reinstate suspended 
licenses or issue new licenses to a licensee whose license or 
licenses have been revoked if the director finds that the 
licensee meets all the requirements of this chapter. 


(12) A license issued under this chapter expires upon the 
licensee's failure to comply with the annual assessment 
requirements in RCW 31.04.085, and the rules. The depart- 
ment must provide notice of the expiration to the address of 
record provided by the licensee. On the 15th day after the 
department provides notice, if the assessment remains 
unpaid, the license expires. The licensee must receive notice 
prior to expiration and have the opportunity to stop the expi- 
ration as set forth in rule. 

(13) The director's obligations or duties under chapter 
62, Laws of 2018 are subject to section 21, chapter 62, Laws 
of 2018. [2018 c 62 § 13; 2015 c 229 § 24; 2014 c 36 § 6; 
2013 c 29 § 5; 2012 c 17 § 4; 2010 c 35 § 6; 2001 c 81 § 8; 
1994 c 92 § 166; 1991 c 208 § 10.] 


31.04.102 Loans secured, or not secured, by lien on 
real property—Licensee's obligations—Disclosure of fees 
and costs to borrower—Time limits. (1) For all loans made 
by a licensee that are not secured by a lien on real property, 
the licensee must make disclosures in compliance with the 
truth in lending act, 15 U.S.C. Sec. 1601 and regulation Z, 12 
C.F.R. Part 1026, and all other applicable federal laws and 
regulations. 

(2) For all loans made by a licensee that are secured by a 
lien on real property, the licensee must provide to each bor- 
rower within three business days following receipt of a loan 
application a written disclosure containing an itemized esti- 
mation and explanation of all fees and costs that the borrower 
is required to pay in connection with obtaining a loan from 
the licensee. A good faith estimate of a fee or cost must be 
provided if the exact amount of the fee or cost is not available 
when the disclosure is provided. Disclosure in a form which 
complies with the requirements of the truth in lending act, 15 
U.S.C. Sec. 1601 and regulation Z, 12 C.F.R. Part 1026, the 
real estate settlement procedures act and regulation X, 24 
C.F.R. Part 1024, and all other applicable federal laws and 
regulations, as now or hereafter amended, constitutes compli- 
ance with this disclosure requirement. Each licensee must 
comply with all other applicable federal and state laws and 
regulations. 

(3) In addition, for all loans made by the licensee that are 
secured by a lien on real property, the licensee must provide 
to the borrower an estimate of the annual percentage rate on 
the loan and a disclosure of whether or not the loan contains 
a prepayment penalty within three days of receipt of a loan 
application. The annual percentage rate must be calculated in 
compliance with the truth in lending act, 15 U.S.C. Sec. 1601 
and regulation Z, 12 C.F.R. Part 1024. If a licensee provides 
the borrower with a disclosure in compliance with the 
requirements of the truth in lending act within three business 
days of receipt of a loan application, then the licensee has 
complied with this subsection. If the director determines that 
the federal government has required a disclosure that sub- 
stantially meets the objectives of this subsection, then the 
director may make a determination by rule that compliance 
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with this federal disclosure requirement constitutes compli- 
ance with this subsection. 

(4) In addition for all consumer loans made by the 
licensee that are secured by a lien on real property, the 
licensee must comply with RCW 19.144.020. 

(5) In addition for all consumer loans made by a licensee 
that are a refinance of a federal student education loan, the 
licensee must provide to the borrower a clear and conspicu- 
ous disclosure that some repayment and forgiveness options 
available under federal student education loan programs, 
including without limitation income-driven repayment plans, 
economic hardship deferments, or public service loan for- 
giveness, will no longer be available to the borrower if he or 
she chooses to refinance federal student education loans with 
one or more consumer loans. 

(6) The director's obligations or duties under chapter 62, 
Laws of 2018 are subject to section 21, chapter 62, Laws of 
2018. [2018 c 62 § 14; 2015 c 229 § 27; 2013 c 29 § 6; 2009 
c 120 § 6; 2002 c 346 § 1; 2001 c 81 § 9.] 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.105 Licensee—Powers—Restrictions. Every 
licensee may: 

(1) Lend money at a rate that does not exceed twenty- 
five percent per annum as determined by the simple interest 
method of calculating interest owed; 

(2) In connection with the making of a loan, charge the 
borrower a nonrefundable, prepaid, loan origination fee not 
to exceed four percent of the first twenty thousand dollars and 
two percent thereafter of the principal amount of the loan 
advanced to or for the direct benefit of the borrower, which 
fee may be included in the principal balance of the loan; 

(3) Agree with the borrower for the payment of fees to 
third parties other than the licensee who provide goods or ser- 
vices to the licensee in connection with the preparation of the 
borrower's loan, including, but not limited to, credit reporting 
agencies, title companies, appraisers, structural and pest 
inspectors, and escrow companies, when such fees are actu- 
ally paid by the licensee to a third party for such services or 
purposes and may include such fees in the amount of the loan. 
However, no charge may be collected unless a loan is made, 
except for reasonable fees properly incurred for a credit 
report and in connection with the appraisal of property by a 
qualified, independent, professional, third-party appraiser 
selected by the borrower and approved by the lender or in the 
absence of borrower selection, selected by the lender; 

(4) In connection with the making of a loan secured by 
real estate, when the borrower actually obtains a loan, agree 
with the borrower to pay a fee to a mortgage broker that is not 
owned by the licensee or under common ownership with the 
licensee and that performed services in connection with the 
origination of the loan. A licensee may not receive compen- 
sation as a mortgage broker in connection with any loan made 
by the licensee; 

(5) Collect at the time of the loan closing up to but not 
exceeding forty-five days of prepaid interest; 

(6) Charge and collect a penalty of not more than ten per- 
cent of any installment payment delinquent ten days or more; 

(7) Collect from the debtor reasonable attorneys' fees, 
actual expenses, and costs incurred in connection with the 
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collection of a delinquent debt, a repossession, or a foreclo- 
sure when a debt is referred for collection to an attorney who 
is not a salaried employee of the licensee; 

(8) Make open-end loans as provided in this chapter; 

(9) Charge and collect a fee for dishonored checks in an 
amount approved by the director; and 

(10) In accordance with Title 48 RCW, sell insurance 
covering real and personal property, covering the life or dis- 
ability or both of the borrower, and covering the involuntary 
unemployment of the borrower. [2015 c 229 § 28; 2013 c 29 
§ 7; 2009 c 120 § 7; 2001 c 81 § 10; 1998 c 28 § 1; 1994 c 92 
§ 167; 1993 c 190 § 1; 1991 c 208 § 11.] 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.115 Open-end loan—Requirements—Restric- 
tions—Options. (1) As used in this section, "open-end loan" 
means an agreement between a licensee and a borrower that 
expressly states that the loan is made in accordance with this 
chapter and that provides that: 

(a) A licensee may permit the borrower to obtain 
advances of money from the licensee from time to time, or 
the licensee may advance money on behalf of the borrower 
from time to time as directed by the borrower; 

(b) The amount of each advance and permitted charges 
and costs are debited to the borrower's account, and payments 
and other credits are credited to the same account; 

(c) The charges are computed on the unpaid principal 
balance, or balances, of the account from time to time; and 

(d) The borrower has the privilege of paying the account 
in full at any time without prepayment penalty or, if the 
account is not in default, in monthly installments of fixed or 
determinable amounts as provided in the agreement. 

(2)(a) Interest charges on an open-end loan shall not 
exceed twenty-five percent per annum computed in each bill- 
ing cycle by any of the following methods: 

(i) By converting the annual rate to a daily rate, and mul- 
tiplying the daily rate by the daily unpaid principal balance of 
the account, in which case each daily rate is determined by 
dividing the annual rate by three hundred sixty-five; 

(ii) By multiplying a monthly rate by the average daily 
unpaid principal balance of the account in the billing cycle, in 
which case the monthly rate is one-twelfth of the annual rate, 
and the average daily unpaid principal balance is the sum of 
the amount unpaid each day during the cycle divided by the 
number of days in the cycle; or 

(iii) By converting the annual rate to a daily rate, and 
multiplying the daily rate by the average daily unpaid princi- 
pal balance of the account in the billing cycle, in which case 
the daily rate is determined by dividing the annual rate by 
three hundred sixty-five, and the average daily unpaid princi- 
pal balance is the sum of the amount unpaid each day during 
the cycle divided by the number of days in the cycle. 

For all of the methods of computation specified in this 
subsection (2)(a), the billing cycle shall be monthly, and the 
unpaid principal balance on any day shall be determined by 
adding to the balance unpaid, as of the beginning of that day, 
all advances and other permissible amounts charged to the 
borrower, and deducting all payments and other credits made 
or received that day. A billing cycle is considered monthly if 
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the closing date of the cycle is on the same date each month, 
or does not vary by more than four days from that date. 

(b) Reverse mortgage loans made in accordance with the 
Washington state reverse mortgage act are not subject to the 
interest charge computation restrictions or billing cycle 
requirements in this section. 

(3) In addition to the charges permitted under subsection 
(2) of this section, the licensee may contract for and receive 
an annual fee, payable each year in advance, for the privilege 
of opening and maintaining an open-end loan account. 
Except as prohibited or limited by this section, the licensee 
may also contract for and receive on an open-end loan any 
additional charge permitted by this chapter on other loans, 
subject to the conditions and restrictions otherwise pertaining 
to those charges. 

(4)(a) If credit life or credit disability insurance is pro- 
vided, the additional charge for credit life insurance or credit 
disability insurance shall be calculated in each billing cycle 
by applying the current monthly premium rate for the insur- 
ance, at the rate approved by the insurance commissioner to 
the entire outstanding balances in the borrower's open-end 
loan account, or so much thereof as the insurance covers 
using any of the methods specified in subsection (2)(a) of this 
section for the calculation of interest charges; and 

(b) The licensee shall not cancel credit life or disability 
insurance written in connection with an open-end loan 
because of delinquency of the borrower in the making of the 
required minimum payments on the loan, unless one or more 
of the payments is past due for a period of ninety days or 
more; and the licensee shall advance to the insurer the 
amounts required to keep the insurance in force during that 
period, which amounts may be debited to the borrower's 
account. 

(5) A security interest in real or personal property may 
be taken to secure an open-end loan. Any such security inter- 
est may be retained until the open-end account is terminated. 
The security interest shall be promptly released if (a) there 
has been no outstanding balance in the account for twelve 
months and the borrower either does not have or surrenders 
the unilateral right to create a new outstanding balance; or (b) 
the account is terminated at the borrower's request and paid in 
full. 

(6) The licensee may from time to time increase the rate 
of interest being charged on the unpaid principal balance of 
the borrower's open-end loans if the licensee mails or delivers 
written notice of the change to the borrower at least thirty 
days before the effective date of the increase unless the 
increase has been earlier agreed to by the borrower. However, 
the borrower may choose to terminate the open-end account 
and the licensee shall allow the borrower to repay the unpaid 
balance incurred before the effective date of the rate increase 
upon the existing open-end loan account terms and interest 
rate unless the borrower incurs additional debt on or after the 
effective date of the rate increase or otherwise agrees to the 
new rate. 

(7) The licensee shall deliver a copy of the open-end loan 
agreement to the borrower at the time the open-end account is 
created. The agreement must contain the name and address of 
the licensee and of the principal borrower, and must contain 
such specific disclosures as may be required by rule of the 
director. In adopting the rules the director shall consider Reg- 
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ulation Z promulgated by the board of governors of the fed- 
eral reserve system under the federal consumer credit protec- 
tion act. 


(8) Except in the case of an account that the licensee 
deems to be uncollectible, or with respect to which delin- 
quency collection procedures have been instituted, the 
licensee shall deliver to the borrower at the end of each bill- 
ing cycle in which there is an outstanding balance of more 
than one dollar in the account, or with respect to which inter- 
est is imposed, a periodic statement in the form required by 
the director. In specifying such form the director shall con- 
sider Regulation Z promulgated by the board of governors of 
the federal reserve system under the federal consumer credit 
protection act. [2009 c 149 § 13; 1994 c 92 § 168; 1993 c 405 
§ 1; 1991 c 208 § 12.] 


31.04.125 Loan restrictions—Interest calculations. 
(1) No licensee may make a loan using any method of calcu- 
lating interest other than the simple interest method; except 
that the add-on method of calculating interest may be used for 
a loan not secured by real property or personal property used 
as a residence when the repayment period does not exceed 
three years and fifteen days after the loan origination date. 


(2) No licensee may make a loan using the add-on 
method to calculate interest that does not provide for a refund 
to the borrower or a credit to the borrower's account of any 
unearned interest when the loan is repaid before the original 
maturity date in full by cash, by a new loan, by refinancing, 
or otherwise before the final due date. The refund must be 
calculated using the actuarial method, unless a sum equal to 
two or more installments has been prepaid and the account is 
not in arrears and continues to be paid ahead, in which case 
the interest on the account must be recalculated by the simple 
interest method with the refund of unearned interest made as 
if the loan had been made using the simple interest method. 
When computing an actuarial refund, the lender may round 
the annual rate used to the nearest quarter of one percent. 


In computing a required refund of unearned interest, a 
prepayment made on or before the fifteenth day after the 
scheduled payment date is deemed to have been made on the 
payment date preceding the prepayment. In the case of pre- 
payment before the first installment due date, the company 
may retain an amount not to exceed one-thirtieth of the first 
month's interest charge for each day between the origination 
date of the loan and the actual date of prepayment. 


(3) No licensee may provide credit life or disability 
insurance in an amount greater than that required to pay off 
the total balance owing on the date of the borrower's death net 
of refunds in the case of credit life insurance, or all minimum 
payments that become due on the loan during the covered 
period of disability in the case of credit disability insurance. 
The lender may not require any such insurance. 


(4) Except in the case of loans by mail, where the bor- 
rower has sufficient time to review papers before returning 
them, no licensee may prepare loan papers in advance of the 
loan closing without having reviewed with the borrower the 
terms and conditions of the loan to include the type and 
amount of insurance, if any, requested by the borrower. 
[2007 c 208 § 1; 1995 c 9 § 1; 1991 c 208 § 13.] 
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31.04.135 Advertisements or promotions. No 
licensee may advertise, print, display, publish, distribute, or 
broadcast or cause or permit to be advertised, printed, dis- 
played, published, distributed, or broadcast, in any manner 
whatsoever, any statement or representation with regard to 
the rates, terms, or conditions for the lending of money that is 
false, misleading, or deceptive. [1991 c 208 § 14.] 


31.04.143 Subpoena authority—Application—Con- 
tents—Notice—Fees. (1) The director or authorized assis- 
tants may apply for and obtain a superior court order approv- 
ing and authorizing a subpoena in advance of its issuance. 
The application may be made in the county where the sub- 
poenaed person resides or is found, or the county where the 
subpoenaed documents, records, or evidence are located, or 
in Thurston county. The application must: 

(a) State that an order is sought under this section; 

(b) Adequately specify the documents, records, evi- 
dence, or testimony; and 

(c) Include a declaration made under oath that an inves- 
tigation is being conducted for a lawfully authorized purpose 
related to an investigation within the department's authority 
and that the subpoenaed documents, records, evidence, or tes- 
timony are reasonably related to an investigation within the 
department's authority. 

(2) When an application under this section is made to the 
satisfaction of the court, the court must issue an order approv- 
ing the subpoena. An order under this subsection constitutes 
authority of law for the agency to subpoena the documents, 
records, evidence, or testimony. 

(3) The director or authorized assistants may seek 
approval and a court may issue an order under this section 
without prior notice to any person, including the person to 
whom the subpoena is directed and the person who is the sub- 
ject of an investigation. An application for court approval is 
subject to the fee and process set forth in RCW 36.18.012(3). 
[2011 c 93 § 91] 


Finding—Intent—2011 c 93: See note following RCW 18.44.425. 


31.04.145 Investigations and examinations—Direc- 
tor's duties and powers—Production of information— 
Costs. (1) For the purpose of discovering violations of this 
chapter or securing information lawfully required under this 
chapter, the director may at any time, either personally or by 
designees, investigate or examine the loans and business and, 
wherever located, the books, accounts, records, papers, docu- 
ments, files, and other information used in the business of 
every licensee and of every person subject to this chapter, 
whether the person acts or claims to act as principal or agent, 
or under or without the authority of this chapter. The director 
or designated representative: 

(a) Must have free access to the employees, offices, and 
places of business, books, accounts, papers, documents, other 
information, records, files, safes, and vaults of all such per- 
sons during normal business hours; 

(b) May require the attendance of and examine under 
oath all persons whose testimony may be required about the 
loans or the business or the subject matter of any investiga- 
tion, examination, or hearing and may require such person to 
produce books, accounts, papers, records, files, and any other 
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information the director or designated persons deem relevant 
to the inquiry; 

(c) May require by directive, subpoena, or any other law- 
ful means the production of original books, accounts, papers, 
records, files, and other information; may require that such 
original books, accounts, papers, records, files, and other 
information be copied; or may make copies of such original 
books, accounts, papers, records, files, or other information; 

(d) May issue a subpoena or subpoena duces tecum 
requiring attendance by any person identified in this section 
or compelling production of any books, accounts, papers, 
records, files, or other documents or information identified in 
this section. 

(2) The director must make such periodic examinations 
of the affairs, business, office, and records of each licensee as 
determined by rule. 

(3) Every licensee examined or investigated by the direc- 
tor or the director's designee must pay to the director the cost 
of the examination or investigation of each licensed place of 
business as determined by rule by the director. 

(4) In order to carry out the purposes of this section, the 
director may: 

(a) Retain attorneys, accountants, or other professionals 
and specialists as examiners, auditors, or investigators to con- 
duct or assist in the conduct of examinations or investiga- 
tions; 

(b) Enter into agreements or relationships with other 
government officials or regulatory associations in order to 
improve efficiencies and reduce regulatory burden by sharing 
resources, standardized or uniform methods or procedures, 
and documents, records, information, or evidence obtained 
under this section; 

(c) Use, hire, contract, or employ public or privately 
available analytical systems, methods, or software to exam- 
ine or investigate the licensee, individual, or person subject to 
chapter 120, Laws of 2009; 

(d) Accept and rely on examination or investigation 
reports made by other government officials, within or without 
this state; 

(e) Accept audit reports made by an independent certi- 
fied public accountant for the licensee, individual, or person 
subject to chapter 120, Laws of 2009 in the course of that part 
of the examination covering the same general subject matter 
as the audit and may incorporate the audit report in the report 
of the examination, report of investigation, or other writing of 
the director; or 

(f) Assess the licensee, individual, or person subject to 
chapter 120, Laws of 2009 the cost of the services in (a) of 
this subsection. 

(5) The director's obligations or duties under chapter 62, 
Laws of 2018 are subject to section 21, chapter 62, Laws of 
2018. [2018 c 62 § 15; 2015 c 229 § 29; 2012 c 17 § 5; 2009 
c 120 § 8; 2001 c 81 § 11; 1995 c 9 § 2; 1994 c 92 § 169; 1991 
c 208 § 15.] 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.155 Licensee—Recordkeeping—Director's 
access—Report requirement—Failure to report. The 
licensee shall keep and use in the business such books, 
accounts, records, papers, documents, files, and other infor- 
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mation as will enable the director to determine whether the 
licensee is complying with this chapter and with the rules 
adopted by the director under this chapter. The director shall 
have free access to such books, accounts, records, papers, 
documents, files, and other information wherever located. 
Every licensee shall preserve the books, accounts, records, 
papers, documents, files, and other information relevant to a 
loan for at least three years after making the final entry on any 
loan. No licensee or person subject to examination or investi- 
gation under this chapter shall withhold, abstract, remove, 
mutilate, destroy, or secrete any books, accounts, records, 
papers, documents, files, or other information. 


Each licensee shall, on or before the first day of March of 
each year, file a report with the director giving such relevant 
information as the director may reasonably require concern- 
ing the business and operations of each licensed place of 
business conducted during the preceding calendar year. The 
report must be made under oath and must be in the form pre- 
scribed by the director, who shall make and publish annually 
an analysis and recapitulation of the reports. Every licensee 
that fails to file a report that is required to be filed by this 
chapter within the time required under this chapter is subject 
to a penalty of fifty dollars per day for each day's delay. The 
attorney general may bring a civil action in the name of the 
state for recovery of any such penalty. [2013 c 29 § 8; 2001 
c 81 § 12; 1994 c 92 § 170; 1991 c 208 § 16.] 


31.04.165 Director—Broad administrative discre- 
tion—Rule making—Actions in superior court. (1) The 
director has the power, and broad administrative discretion, 
to administer and interpret this chapter to facilitate the deliv- 
ery of financial services to the citizens of this state by persons 
subject to this chapter. The director shall adopt all rules nec- 
essary to administer this chapter and to ensure complete and 
full disclosure by licensees of lending transactions governed 
by this chapter. 


(2) If it appears to the director that a licensee is conduct- 
ing business in an injurious manner or is violating any provi- 
sion of this chapter, the director may order or direct the dis- 
continuance of any such injurious or illegal practice. 


(3) For purposes of this section, "conducting business in 
an injurious manner" means conducting business in a manner 
that violates any provision of this chapter, or that creates the 
reasonable likelihood of a violation of any provision of this 
chapter. 


(4) The director or designated persons, with or without 
prior administrative action, may bring an action in superior 
court to enjoin the acts or practices that constitute violations 
of this chapter and to enforce compliance with this chapter or 
any rule or order made under this chapter. Upon proper show- 
ing, injunctive relief or a temporary restraining order shall be 
granted. The director shall not be required to post a bond in 
any court proceedings. 

(5) The director's obligations or duties under chapter 62, 
Laws of 2018 are subject to section 21, chapter 62, Laws of 
2018. [2018 c 62 § 16; 2010 c 35 § 7; 2009 c 120 § 30; 2001 
c 81 § 13; 1994 c 92 § 171; 1991 c 208 § 17.] 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 
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31.04.168 Director—Powers under chapter 19.144 
RCW. The director or the director's designee may take such 
action as provided for in this chapter to enforce, investigate, 
or examine persons covered by chapter 19.144 RCW. [2008 
c 108 § 16.] 


Findings—2008 c 108: See RCW 19.144.005. 


31.04.175 Violations—No penalty prescribed— 
Gross misdemeanor—Good faith exception. (1) A person 
who violates, or knowingly aids or abets in the violation of 
any provision of this chapter, for which no penalty has been 
prescribed, and a person who fails to perform any act that it is 
his or her duty to perform under this chapter and for which 
failure no penalty has been prescribed, is guilty of a gross 
misdemeanor. 

(2) No provision imposing civil penalties or criminal lia- 
bility under this chapter or rule adopted under this chapter 
applies to an act taken or omission made in good faith in con- 
formity with a written notice, interpretation, or examination 
report of the director or his or her agent. [2001 c 81 § 14; 
1994 c 92 § 172; 1991 c 208 § 18.] 


31.04.202 Application of administrative procedure 
act. The proceedings for denying license applications, issu- 
ing cease and desist orders, suspending or revoking licenses, 
and imposing civil penalties or other remedies under this 
chapter, and any review or appeal of such action, shall be 
governed by the provisions of the administrative procedure 
act, chapter 34.05 RCW. [2001 c 81 § 15.] 


31.04.205 Enforcement of chapter—Director's dis- 
cretion—Hearing—Sanctions—Recovery of costs. (1) 
The director or designated persons may, at his or her discre- 
tion, take such action as provided for in this chapter to 
enforce this chapter. If the person subject to such action does 
not appear in person or by counsel at the time and place des- 
ignated for any administrative hearing that may be held on 
the action, then the person is deemed to consent to the action. 
If the person subject to the action consents, or if after hearing 
the director finds by a preponderance of the evidence that any 
grounds for sanctions under this chapter exist, then the direc- 
tor may impose any sanction authorized by this chapter. 

(2) The director may recover the state's costs and 
expenses for prosecuting violations of this chapter including 
staff time spent preparing for and attending administrative 
hearings and reasonable attorneys' fees unless, after a hear- 
ing, the director determines no violation occurred. [2015 c 
229 § 30; 2001 c 81 § 16.] 


31.04.208 Application of consumer protection act. 
The legislature finds that the practices governed by this chap- 
ter are matters vitally affecting the public interest for the pur- 
pose of applying the consumer protection act, chapter 19.86 
RCW. Any violation of this chapter is not reasonable in rela- 
tion to the development and preservation of business and is 
an unfair and deceptive act or practice and unfair method of 
competition in the conduct of trade or commerce in violation 
of RCW 19.86.020. Remedies provided by chapter 19.86 
RCW are cumulative and not exclusive. [2001 c 81 § 17.] 
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31.04.211 Application of chapter—2009 c 120. The 
authority of this chapter remains in effect, whether such a 
licensee, individual, or person subject to chapter 120, Laws 
of 2009 acts or claims to act under any licensing or registra- 
tion law of this state, or claims to act without such an author- 
ity. [2009 c 120 § 9.] 

Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.221 Mortgage loan originator—License 
required—Unique identifier required. An individual 
defined as a mortgage loan originator must not engage in the 
business of a mortgage loan originator without first obtaining 
and maintaining annually a license under this chapter. Each 
licensed mortgage loan originator must register with and 
maintain a valid unique identifier issued by the nationwide 
mortgage licensing system. [2015 c 229 § 31; 2013 c 29 § 9; 
2009 c 120 § 10.] 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.224 Licensing exemptions—Residential mort- 
gage loans. The following are exempt from licensing as 
mortgage loan originators under this chapter: 

(1) Registered mortgage loan originators, or any individ- 
ual required to be registered while actively employed by a 
covered financial institution as defined in regulation G, 12 
C.F.R. Part 1007.102; 

(2) An attorney licensed in Washington who negotiates 
the terms of a residential mortgage loan on behalf of a client 
as an ancillary matter to the attorney's representation of the 
client, unless the attorney is compensated by a lender, a mort- 
gage broker, or other mortgage loan originator or by any 
agent of a lender, mortgage broker, or other mortgage loan 
originator; 

(3) Any individual who offers or negotiates terms of a 
residential mortgage loan with or on behalf of an immediate 
family member; or 

(4) Any individual who offers or negotiates terms of a 
residential mortgage loan secured by a dwelling that served 
as the individual's residence. [2015 c 229 § 32; 2012 c 17 § 
6; 2009 c 120 § 11.] 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.227 Mortgage loan origination—Independent 
contractors. An independent contractor may not engage in 
residential mortgage loan origination activities as a loan pro- 
cessor unless the independent contractor obtains and main- 
tains a license under this chapter. Each independent contrac- 
tor *loan processor licensed as a mortgage loan originator 
must have and maintain a valid unique identifier issued by the 
nationwide mortgage licensing system **and registry. [2009 
c 120 § 12.] 

Reviser's note: *(1) The term "loan processor" was changed to "loan 


processor or underwriter" by 2013 c 29 § 1. 
**(2) The term "and registry" was removed by 2013 c 29 § 1. 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.231 Individual loan processor—Licensing 
exemptions. An individual engaging solely in *loan proces- 
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sor activities, who does not represent to the public, through 
advertising or other means of communicating or providing 
information including the use of business cards, stationery, 
brochures, signs, rate lists, or other promotional items, that 
such an individual can or will perform any of the activities of 
a mortgage loan originator is not required to obtain and main- 
tain a mortgage loan originator license under this chapter. 
[2009 c 120 § 13.] 

*Reviser's note: The term "loan processor" was changed to "loan pro- 
cessor or underwriter" by 2013 c 29 § 1. 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.234 Mortgage loan originator license—Appli- 
cation form and content. Applicants for a mortgage loan 
originator license shall apply on a form as prescribed by the 
director. Each form must contain content as set forth by rule, 
regulation, instruction, or procedure of the director and may 
be changed or updated as necessary by the director in order to 
carry out the purposes of this chapter, but must not be incon- 
sistent with that required by the nationwide mortgage licens- 
ing system *and registry. [2009 c 120 § 14.] 

*Reviser's note: The term "and registry" was removed by 2013 c 29 § 1. 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.237 Use of nationwide mortgage licensing sys- 
tem and registry. In order to fulfill the purposes of chapter 
120, Laws of 2009, the director is authorized to establish rela- 
tionships or contracts with the nationwide mortgage licensing 
system *and registry or other entities designated by the 
nationwide mortgage licensing system *and registry to col- 
lect and maintain records and process transaction fees or 
other fees related to licensees or other persons subject to this 
chapter. [2009 c 120 § 15.] 

*Reviser's note: The term "and registry" was removed by 2013 c 29 § 1. 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.241 Mortgage loan originator application— 
Required submission and use of personal information. 
(1) As part of or in connection with an application for any 
license under this section, or periodically upon license 
renewal, the mortgage loan originator applicant shall furnish 
information concerning his or her identity, including finger- 
prints for submission to the Washington state patrol, the fed- 
eral bureau of investigation, the nationwide mortgage licens- 
ing system *and registry, or any governmental agency or 
entity authorized to receive this information for a state and 
national criminal history background check; personal history; 
experience; business record; purposes; and other pertinent 
facts, as the director may reasonably require. As part of or in 
connection with an application for a license under this chap- 
ter, or periodically upon license renewal, the director is 
authorized to receive criminal history record information that 
includes nonconviction data as defined in RCW 10.97.030. 
The department may only disseminate nonconviction data 
obtained under this section to criminal justice agencies. This 
section does not apply to financial institutions regulated 
under chapters 31.12 and 31.13 RCW and Titles **30, 32, 
and 33 RCW. 
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(2) As part of or in connection with an application for 
any license under this section, the mortgage loan originator 
applicant shall furnish information pertaining to personal his- 
tory and experience in a form prescribed by the nationwide 
mortgage licensing system *and registry, including (a) the 
submission of authorization for the nationwide mortgage 
licensing system *and registry and the director to obtain an 
independent credit report obtained from a consumer reporting 
agency described in section 603(p) of the federal fair credit 
reporting act, and (b) information related to any administra- 
tive, civil, or criminal findings by any governmental jurisdic- 
tion. 

(3) In order to reduce the points of contact which the fed- 
eral bureau of investigation may have to maintain, the direc- 
tor may use the nationwide mortgage licensing system *and 
registry as a channeling agent for requesting information 
from and distributing information to the department of justice 
or any governmental agency. 

(4) In order to reduce the points of contact which the 
director may have to maintain, the director may use the 
nationwide mortgage licensing system *and registry as a 
channeling agent for requesting and distributing information 
to and from any source so directed by the director. [2009 c 
120 § 16.] 

Reviser's note: *(1) The term "and registry" was removed by 2013 c 29 
3 1. 
i **(2) Title 30 RCW was recodified and/or repealed pursuant to 2014 c 
37, effective January 5, 2015. 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.244 Mortgage loan originator application— 
Required information—Fees. (1) The application for a 
mortgage loan originator license must contain at least the fol- 
lowing information: 

(a) The name, address, date of birth, and social security 
number of the mortgage loan originator applicant, and any 
other names, dates of birth, or social security numbers previ- 
ously used by the mortgage loan originator applicant, unless 
waived by the director; and 

(b) Other information regarding the mortgage loan orig- 
inator applicant's background, experience, character, and 
general fitness as the director may require by rule, or as 
deemed necessary by the nationwide mortgage licensing sys- 
tem *and registry. 

(2) At the time of filing an application for a license or a 
license renewal under this chapter, each mortgage loan origi- 
nator applicant shall pay to the director through the nation- 
wide mortgage licensing system *and registry the application 
or renewal fee of up to one hundred fifty dollars. The director 
shall deposit the moneys in the financial services regulation 
fund. [2009 c 120 § 17.] 

*Reviser's note: The term "and registry" was removed by 2013 c 29 § 1. 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.247 Issuance of mortgage loan originator 
license—Necessary findings. (1) The director must issue 
and deliver a mortgage loan originator license if, after inves- 
tigation, the director makes at a minimum the following find- 
ings: 

(a) The applicant has paid the required license fees; 
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(b) The applicant has met the requirements of this chap- 
ter; 

(c) The applicant has never had a mortgage loan origina- 
tor license revoked in any governmental jurisdiction, except 
that, for the purposes of this subsection, a subsequent formal 
vacation of such revocation is not a revocation; 

(d) The applicant has not been convicted of a gross mis- 
demeanor involving dishonesty or financial misconduct or 
has not been convicted of, or pled guilty or nolo contendere 
to, a felony in a domestic, foreign, or military court (1) during 
the seven-year period preceding the date of the application 
for licensing and registration; or (ii) at any time preceding the 
date of application, if the felony involved an act of fraud, dis- 
honesty, breach of trust, or money laundering; 

(e) The applicant has demonstrated financial responsibil- 
ity, character, and general fitness such as to command the 
confidence of the community and to warrant a determination 
that the mortgage loan originator will operate honestly, fairly, 
and efficiently within the purposes of chapter 120, Laws of 
2009. For the purposes of this section, an applicant has not 
demonstrated financial responsibility when the applicant 
shows disregard in the management of his or her financial 
condition. A determination that an individual has shown dis- 
regard in the management of his or her financial condition 
may include, but is not limited to, an assessment of: Current 
outstanding judgments, except judgments solely as a result of 
medical expenses; current outstanding tax liens or other gov- 
ernment liens and filings; foreclosures within the last three 
years; or a pattern of seriously delinquent accounts within the 
past three years; 

(f) The applicant has completed the prelicensing educa- 
tion requirement as required by this chapter; 

(g) The applicant has passed a written test that meets the 
test requirement as required by this chapter; 

(h) The consumer loan licensee that the applicant works 
for has met the surety bond requirement as required by this 
chapter; 

(i) The applicant has not been found to be in violation of 
this chapter or rules adopted under this chapter; 

(j) The mortgage loan originator licensee has completed, 
during the calendar year preceding a licensee's annual license 
renewal date, continuing education as required by this chap- 
ter. 

(2) If the director finds the conditions of this section 
have not been met, the director must not issue the mortgage 
loan originator license. The director must notify the applicant 
of the denial and return to the mortgage loan originator appli- 
cant any remaining portion of the license fee that exceeds the 
department's actual cost to investigate the license. [2015 c 
229 § 33; 2009 c 120 § 18.] 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.251 Mortgage loan originator license— 
Renewal—Surrender—Rules. (1) A mortgage loan origi- 
nator license issued under this section expires annually. The 
director shall establish rules regarding the mortgage loan 
originator license renewal process created under this chapter. 
At a minimum a mortgage loan originator may not renew a 
license under this chapter unless the mortgage loan originator 
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continues to meet the minimum standards for a license, and 
has satisfied the annual continuing education requirements. 

(2) A mortgage loan originator licensee may surrender a 
license by delivering to the director through the nationwide 
mortgage licensing system “and registry written notice of 
surrender, but the surrender does not affect the mortgage loan 
originator licensee's civil or criminal liability or any adminis- 
trative actions arising from acts or omissions occurring 
before such a surrender. [2009 c 120 § 19.] 


*Reviser's note: The term "and registry" was removed by 2013 c 29 § 1. 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.254 Mortgage loan originator licensing pro- 
cess—Rules—Interim procedures. For the purposes of 
implementing an orderly and efficient mortgage loan origina- 
tor licensing process, the director may establish licensing 
tules and interim procedures for licensing and acceptance of 
applications. For previously registered or licensed individu- 
als the director may establish expedited review and licensing 
procedures. [2009 c 120 § 20.] 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.257 Mortgage loan originator interim license. 
To prevent undue delay in the issuance of a mortgage loan 
originator license and to facilitate the business of a mortgage 
loan originator, an interim license with a fixed date of expira- 
tion may be issued when the director determines that the 
mortgage loan originator has substantially fulfilled the 
requirements for mortgage loan originator licensing. The 
director may adopt rules describing the information required 
before an interim license can be granted. [2009 c 120 § 21.] 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.261 Mortgage loan originator—Prelicensing 
education requirements. (1) Each mortgage loan originator 
applicant shall complete at least twenty hours of prelicensing 
education approved by the nationwide mortgage licensing 
system *and registry. The prelicensing education shall 
include at least three hours of federal law and regulations; 
three hours of ethics, which shall include instruction on 
fraud, consumer protection, and fair lending issues; two 
hours of training related to lending standards for the nontra- 
ditional mortgage product marketplace; and at least two 
hours of training specifically related to Washington law. 

(2) A mortgage loan originator applicant having success- 
fully completed the prelicensing education requirements 
approved by the nationwide mortgage licensing system *and 
registry for any state shall be accepted as credit towards com- 
pletion of prelicensing education requirements in this state. 

(3) This chapter does not preclude any prelicensing edu- 
cation course, as approved by the nationwide mortgage 
licensing system *and registry, that is provided by the 
employer of the mortgage loan originator applicant or an 
entity which is affiliated with the applicant by an agency con- 
tract, or any subsidiary or affiliate of such an employer or 
entity. Prelicensing education may be offered either in a 
classroom, online, or by any other means approved by the 
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nationwide mortgage licensing system *and registry. [2009 c 
120 § 22.] 
*Reviser's note: The term "and registry" was removed by 2013 c 29 § 1. 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.264 Mortgage loan originator—Testing 
requirements. (1) To obtain a mortgage loan originator 
license, an individual must pass a test developed by the 
nationwide mortgage licensing system *and registry and 
administered by a test provider approved by the nationwide 
mortgage licensing system *and registry based upon reason- 
able standards. 

(2) An individual is not considered to have passed a test 
unless the individual achieves a test score of not less than 
seventy-five percent correct answers to questions. 

(a) An individual may retake a test three consecutive 
times with each consecutive taking occurring at least thirty 
days after the preceding test. 

(b) After failing three consecutive tests, an individual 
must wait at least six months before taking the test again. 

(c) A licensed mortgage loan originator who fails to 
maintain a valid license for a period of five years or longer 
must retake the test, not taking into account any time during 
which that individual is a registered mortgage loan originator. 

(3) This section does not prohibit a test provider 
approved by the nationwide mortgage licensing system *and 
registry from providing a test at the location of the employer 
of the mortgage loan originator applicant or any subsidiary or 
affiliate of the employer of the applicant, or any entity with 
which the applicant holds an exclusive arrangement to con- 
duct the business of a mortgage loan originator. [2009 c 120 
§ 23.] 

*Reviser's note: The term "and registry" was removed by 2013 c 29 § 1. 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.267 Mortgage loan originator—C ontinuing 
education requirements. (1) A licensed mortgage loan orig- 
inator must complete a minimum of eight hours of continuing 
education approved by the nationwide mortgage licensing 
system *and registry which must include at least three hours 
of federal law and regulations; two hours of ethics, which 
must include instruction on fraud, consumer protection, and 
fair lending issues; and two hours of training related to lend- 
ing standards for the nontraditional mortgage product mar- 
ketplace. Additionally, the director may require at least one 
hour of continuing education on Washington law provided by 
and administered through an approved provider. 

(2) The nationwide mortgage licensing system *and reg- 
istry must review and approve continuing education courses. 
Review and approval of a continuing education course must 
include review and approval of the course provider. 

(3) A licensed mortgage loan originator may only 
receive credit for a continuing education course in the year in 
which the course is taken, and may not take the same 
approved course in the same or successive years to meet the 
annual requirements for continuing education. 

(4) A licensed mortgage loan originator who is an 
instructor of an approved continuing education course may 
receive credit for the licensed mortgage loan originator's own 
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annual continuing education requirement at the rate of two 
hours credit for every one hour taught. 

(5) A person having successfully completed the educa- 
tion requirements approved by the nationwide mortgage 
licensing system *and registry for any state must have their 
credits accepted as credit towards completion of continuing 
education requirements in this state. 

(6) This section does not preclude any education course, 
as approved by the nationwide mortgage licensing system 
*and registry, that is provided by the employer of the mort- 
gage loan originator or an entity which is affiliated with the 
mortgage loan originator by an agency contract, or any sub- 
sidiary or affiliate of such employer or entity. Continuing 
education may be offered either in a classroom, online, or by 
any other means approved by the nationwide mortgage 
licensing system *and registry. [2009 c 120 § 24.] 

*Reviser's note: The term "and registry" was removed by 2013 c 29 § 1. 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.271 Mortgage loan originators—System infor- 
mation may be challenged. The director shall establish a 
process whereby mortgage loan originators may challenge 
information entered into the nationwide mortgage licensing 
system *and registry by the director. [2009 c 120 § 25.] 

*Reviser's note: The term "and registry" was removed by 2013 c 29 § 1. 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.274 Information provided to nationwide mort- 
gage licensing system and registry—Confidentiality— 
Restrictions on sharing. (1) Except as otherwise provided 
in section 1512 of the S.A.F.E. act, the requirements under 
any federal law or chapter 42.56 RCW regarding the privacy 
or confidentiality of any information or material provided to 
the nationwide mortgage licensing system *and registry, and 
any privilege arising under federal or state law, including the 
tules of any federal or state court, with respect to that infor- 
mation or material, continues to apply to the information or 
material after the information or material has been disclosed 
to the nationwide mortgage licensing system *and registry. 
Information and material may be shared with all state and 
federal regulatory officials with mortgage industry oversight 
authority without the loss of privilege or the loss of confiden- 
tiality protections provided by federal law or state law. 

(2) For the purposes under subsection (1) of this section, 
the director is authorized to enter agreements or sharing 
arrangements with other governmental agencies, the confer- 
ence of state bank supervisors, the American association of 
residential mortgage regulators, or other associations repre- 
senting governmental agencies as established by rule, regula- 
tion, or order of the director. 

(3) Information or material that is subject to a privilege 
or confidentiality under subsection (1) of this section is not 
subject to: 

(a) Disclosure under any federal or state law governing 
the disclosure to the public of information held by an officer 
or an agency of the federal government or the respective 
state; or 

(b) Subpoena or discovery, or admission into evidence, 
in any private civil action or administrative process unless, 
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with respect to any privilege held by the nationwide mort- 
gage licensing system *and registry with respect to that infor- 
mation or material, the person to whom the information or 
material pertains waives, in whole or in part, in the discretion 
of that person, that privilege. 

(4) Chapter 42.56 RCW relating to the disclosure of con- 
fidential supervisory information or any information or mate- 
rial described in subsection (1) of this section that is inconsis- 
tent with subsection (1) of this section is superseded by the 
requirements of this section. 

(5) This section does not apply to the information or 
material relating to the employment history of, and publicly 
adjudicated disciplinary and enforcement actions against, 
mortgage loan originators that is included in the nationwide 
mortgage licensing system *and registry for access by the 
public. [2009 c 120 § 26.] 

*Reviser's note: The term "and registry" was removed by 2013 c 29 § 1. 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.277 Consumer loan companies—When reports 
of condition are required. Each consumer loan company 
licensee must submit call reports through the nationwide 
mortgage licensing system in a form and containing the infor- 
mation prescribed by the director or as deemed necessary by 
the nationwide mortgage licensing system. 

The director's obligations or duties under chapter 62, 
Laws of 2018 are subject to section 21, chapter 62, Laws of 
2018. [2018 c 62 § 17; 2015 c 229 § 34; 2010 c 35 § 8; 2009 
c 120 § 27.] 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.281 Reports of violation—2009 c 120. The 
director is authorized to regularly report violations of chapter 
120, Laws of 2009, as well as enforcement actions and other 
relevant information, to the nationwide mortgage licensing 
system *and registry. [2009 c 120 § 28.] 

*Reviser's note: The term "and registry" was removed by 2013 c 29 § 1. 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.284 Mortgage loan originator—Unique identi- 
fier—Display. The unique identifier of any mortgage loan 
originator must be clearly shown on all residential mortgage 
loan application forms, solicitations, or advertisements, 
including business cards or web sites, and any other docu- 
ments as established by rule, regulation, or order of the direc- 
tor. This section does not apply to consumer loan company 
licensees. [2009 c 120 § 29.] 


Findings—Declaration—2009 c 120: See note following RCW 
31.04.015. 


31.04.290 Residential mortgage loan servicer— 
Requirements—Written detailed information. (1) A resi- 
dential mortgage loan servicer must comply with the follow- 
ing requirements: 

(a) Any fee that is assessed by a servicer must be 
assessed within forty-five days of the date on which the fee 
was incurred and must be explained clearly and conspicu- 
ously in a statement mailed to the borrower at the borrower's 
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last known address no more than thirty days after assessing 
the fee; 

(b) All amounts received by a servicer on a residential 
mortgage loan at the address where the borrower has been 
instructed to make payments must be accepted and credited, 
or treated as credited, within one business day of the date 
received, provided that the borrower has provided sufficient 
information to credit the account. If a servicer uses the sched- 
uled method of accounting, any regularly scheduled payment 
made prior to the scheduled due date must be credited no later 
than the due date. If any payment is received and not credited, 
or treated as credited, the borrower must be notified of the 
disposition of the payment within ten business days by mail 
at the borrower's last known address. The notification must 
identify the reason the payment was not credited or treated as 
credited to the account, as well as any actions the borrower 
must take to make the residential mortgage loan current; 

(c) Any servicer that exercises the authority to collect 
escrow amounts on a residential mortgage loan held for the 
borrower for payment of insurance, taxes, and other charges 
with respect to the property must collect and make all such 
payments from the escrow account and ensure that no late 
penalties are assessed or other negative consequences result 
for the borrower; 

(d) The servicer must make reasonable attempts to com- 
ply with a borrower's request for information about the resi- 
dential mortgage loan account and to respond to any dispute 
initiated by the borrower about the loan account. The ser- 
vicer: 

(i) Must maintain written or electronic records of each 
written request for information regarding a dispute or error 
involving the borrower's account until the residential mort- 
gage loan is paid in full, sold, or otherwise satisfied; and 

(ji) Must provide a written statement to the borrower 
within fifteen business days of receipt of a written request 
from the borrower. The borrower's request must include the 
name and account number, if any, of the borrower, a state- 
ment that the account is or may be in error, and sufficient 
detail regarding the information sought by the borrower to 
permit the servicer to comply. At a minimum, the servicer's 
response to the borrower's request must include the following 
information: 

(A) Whether the account is current or, if the account is 
not current, an explanation of the default and the date the 
account went into default; 

(B) The current balance due on the residential mortgage 
loan, including the principal due, the amount of funds, if any, 
held in a suspense account, the amount of the escrow balance 
known to the servicer, if any, and whether there are any 
escrow deficiencies or shortages known to the servicer; 

(C) The identity, address, and other relevant information 
about the current holder, owner, or assignee of the residential 
mortgage loan; and 

(D) The telephone number and mailing address of a ser- 
vicer representative with the information and authority to 
answer questions and resolve disputes; and 

(e) Promptly correct any errors and refund any fees 
assessed to the borrower resulting from the servicer's error. 

(2) In addition to the statement in subsection (1)(d)(ii) of 
this section, a borrower may request more detailed informa- 
tion from a servicer, and the servicer must provide the infor- 
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mation within fifteen business days of receipt of a written 
request from the borrower. The request must include the 
name and account number, if any, of the borrower, a state- 
ment that the account is or may be in error, and provide suffi- 
cient detail to the servicer regarding information sought by 
the borrower. If requested by the borrower this statement 
must include: 

(a) A copy of the original note, or if unavailable, an affi- 
davit of lost note; and 

(b) A statement that identifies and itemizes all fees and 
charges assessed under the loan transaction and provides a 
full payment history identifying in a clear and conspicuous 
manner all of the debits, credits, application of and disburse- 
ment of all payments received from or for the benefit of the 
borrower, and other activity on the residential mortgage loan 
including escrow account activity and suspense account 
activity, if any. The period of the account history must cover 
at a minimum the two-year period prior to the date of the 
receipt of the request for information. If the servicer has not 
serviced the residential mortgage loan for the entire two-year 
time period the servicer must provide the information going 
back to the date on which the servicer began servicing the 
home loan, and identify the previous servicer, if known. If the 
servicer claims that any delinquent or outstanding sums are 
owed on the home loan prior to the two-year period or the 
period during which the servicer has serviced the residential 
mortgage loan, the servicer must provide an account history 
beginning with the month that the servicer claims any out- 
standing sums are owed on the residential mortgage loan up 
to the date of the request for the information. The borrower 
may request annually one statement free of charge. [2015 c 
229 § 35; 2013 c 29 § 10; 2010 c 35 § 9.] 


31.04.293 Residential mortgage loan modification 
services—Written disclosure summary—Limitation on 
fees—Rules. (1) In addition to any other requirements under 
federal or state law, an advance fee may not be collected for 
residential mortgage loan modification services. 

(2) A written disclosure summary of all material terms of 
the services to be provided must be provided to the borrower. 

(3) The department shall adopt by rule a model written 
disclosure summary, and any other rules necessary to imple- 
ment this section. This may include, but is not limited to, 
usual and customary fees for residential mortgage loan mod- 
ification services. [2013 c 29 § 11; 2010 c 35 § 10.] 


31.04.297 Third-party residential mortgage loan 
modification services providers—Duties—Restrictions. 
(1) In addition to complying with federal law and all require- 
ments for loan originators under this chapter, third-party res- 
idential mortgage loan modification services providers must: 

(a) Provide a written disclosure summary as described in 
RCW 31.04.293; 

(b) Not receive advance fees; 

(c) Not charge total fees in excess of usual and custom- 
ary charges, or total fees that are not reasonable in light of the 
service provided; and 

(d) Immediately inform the borrower in writing if the 
owner of the loan requires additional information from the 
borrower, or if it becomes apparent that a residential mort- 
gage loan modification is not possible. 
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(2) As a condition for providing a loan modification or 
loan modification services, third-party residential mortgage 
loan modification services providers and individuals servic- 
ing a residential mortgage loan must not require or encourage 
a borrower to: 

(a) Sign a waiver of his or her legal defenses, counter- 
claims, and other legal rights against the servicer for future 
acts; 

(b) Sign a waiver of his or her right to contest a future 
foreclosure; 

(c) Waive his or her right to receive notice before the 
owner or servicer of the loan initiates foreclosure proceed- 
ings; 

(d) Agree to pay charges not enumerated in any agree- 
ment between the borrower and the lender, servicer, or owner 
of the loan; or 

(e) Cease communication with the lender, investor, or 
loan servicer. 

(3) Failure to comply with subsection (1) of this section 
is a violation of RCW 19.144.080. [2013 c 29 § 12; 2010 c 
35 § 11.] 


31.04.300 Residential mortgage loan servicer— 
Liquidity, operating reserves, tangible net worth require- 
ments. (1) A residential mortgage loan servicer licensee 
must maintain liquidity, operating reserves, and a tangible net 
worth in accordance with generally accepted accounting prin- 
ciples as determined by the director. The director may adopt 
tules to interpret this subsection. 

(2) A residential mortgage loan servicer that is a Fannie 
Mae or Freddie Mac-approved servicer meets the require- 
ments of subsection (1) of this section if the liquidity, operat- 
ing reserves, and tangible net worth each meet the standards 
of the government-sponsored enterprise for which they are 
approved. For loans serviced that would not otherwise be 
subject to the liquidity, operating reserves, and tangible net 
worth requirements of Fannie Mae or Freddie Mac, the resi- 
dential mortgage loan servicer must maintain liquidity, oper- 
ating reserves, and tangible net worth consistent with the 
highest standards of the government-sponsored entity or enti- 
ties for which they are approved. 

(3) If a licensee's liquidity, operating reserves, or tangi- 
ble net worth fall below the amount required under subsec- 
tion (1) or (2) of this section, the director or the director's des- 
ignee may initiate an action. [2015 c 229 § 25.] 


31.04.310 Residential mortgage or student education 
loan servicer—Appointment of receiver. Upon application 
by the director and upon a showing that the interests of bor- 
rowers or creditors so requires, the superior court may 
appoint a receiver to take over, operate, or liquidate any resi- 
dential mortgage or student education loan servicer. 

The director's obligations or duties under chapter 62, 
Laws of 2018 are subject to section 21, chapter 62, Laws of 
2018. [2018 c 62 § 18; 2015 c 229 § 26.] 


31.04.400 Program for student education loan ser- 
vicers—Student achievement council's student loan advo- 
cate—Costs—Fees. (1) The director shall establish fees by 
tule sufficient to cover the costs of administering the depart- 
ment's program for student education loan servicers and the 
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student achievement council's student loan advocate. These 
fees may include: 

(a) An annual assessment specified in rule by the director 
paid by each licensee on or before the annual assessment due 
date; 

(b) A late fee for late payment of the annual assessment 
as specified in rule by the director; 

(c) Hourly investigation and examination fees to cover 
the costs of any investigation or examination of the books and 
records of a licensee or other person subject to this chapter; 

(d) A nonrefundable application fee to cover the costs of 
processing license applications made to the director under 
this chapter; 

(e) An initial license fee to cover the period from the date 
of licensure to the end of the calendar year in which the 
license is initially granted; and 

(f) A transaction fee or set of transaction fees to cover the 
administrative costs associated with processing changes in 
control, changes of address, and other administrative changes 
as specified in rule by the director. 

(2) The director shall ensure that when an examination or 
investigation, or any part of the examination or investigation, 
of any licensee applicant or person subject to licensing under 
this chapter requires travel and services outside this state by 
the director or designee, the licensee applicant or person sub- 
ject to licensing under this chapter that is the subject of the 
examination or investigation shall pay the actual travel 
expenses incurred by the director or designee conducting the 
examination or investigation. 

(3) All moneys, fees, and penalties collected for the 
department's program for student education loan servicing 
shall be deposited into the financial services regulation fund, 
except as provided in RCW 43.320.110. 

(4) The director's obligations or duties under chapter 62, 
Laws of 2018 are subject to section 21, chapter 62, Laws of 
2018. [2018 c 62 § 3.] 


31.04.405 Requirements for a student education loan 
servicer—Borrower request for information—Transfer 
of service rights—Records—Rules—Director's obliga- 
tions. (1) In addition to complying with any applicable fed- 
eral program requirements, a student education loan servicer 
must comply with the following requirements: 

(a) Any fee that is assessed by a servicer must be 
assessed within forty-five days of the date on which the fee 
was incurred and must be explained clearly and conspicu- 
ously in a statement mailed to the borrower at the borrower's 
last known address no more than thirty days after assessing 
the fee, or provided via email if the borrower has assented to 
receive electronic communications; 

(b) All amounts received by a servicer on a student edu- 
cation loan at the address where the borrower has been 
instructed to make payments must be accepted and credited, 
or treated as credited, within one business day of the date 
received, provided that the borrower has provided sufficient 
information to credit the account. If a servicer uses the sched- 
uled method of accounting, any regularly scheduled payment 
made prior to the scheduled due date must be credited no later 
than the due date. If any payment is received and not credited, 
or treated as credited, the borrower must be notified of the 
disposition of the payment within ten business days by mail 
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at the borrower's last known address. The notification must 
identify the reason the payment was not credited or treated as 
credited to the account, as well as any actions the borrower 
must take to make the student education loan current; 

(c) The servicer must make reasonable attempts to com- 
ply with a borrower's request for information about the stu- 
dent education loan account and to respond to any dispute ini- 
tiated by the borrower about the loan account. The servicer: 

(i) Must maintain written or electronic records of each 
written request for information regarding a dispute or error 
involving the borrower's account until the student education 
loan is paid in full, sold, or otherwise satisfied; and 

(ii) Must provide a written statement to the borrower 
within fifteen business days of receipt of a written request 
from the borrower. The borrower's request must include the 
name and account number, if any, of the borrower, a state- 
ment that the account is or may be in error, and sufficient 
detail regarding the information sought by the borrower to 
permit the servicer to comply. At a minimum, the servicer's 
response to the borrower's request must include the following 
information: 

(A) Whether the account is current or, if the account is 
not current, an explanation of the default and the date the 
account went into default; 

(B) The current balance due on the student education 
loan, including the principal due, the amount of funds, if any, 
held in a suspense account, if any, and whether there are any 
shortages known to the servicer; 

(C) The identity, address, and other relevant information 
about the current holder, owner, or assignee of the student 
education loan; and 

(D) The telephone number and mailing address of a ser- 
vicer representative with the information and authority to 
answer questions and resolve disputes; 

(d) Promptly correct any errors and refund any fees 
assessed to the borrower resulting from the servicer's error; 
and 

(e) In the event that a borrower applies for or attempts to 
certify progress toward a discharge or refund of amounts paid 
on their federal student education loans with the United 
States department of education, the servicer must provide 
explanations to the borrower on any decision made with 
respect to their application. 

(2) In addition, a borrower may request more detailed 
information from a servicer, and the servicer must provide 
the information within fifteen business days of receipt of a 
written request from the borrower. The request must include 
the name and account number, if any, of the borrower, a state- 
ment that the account is or may be in error, and provide suffi- 
cient detail to the servicer regarding information sought by 
the borrower. If requested by the borrower this statement 
must include: 

(a) A copy of the original note, or if unavailable, an affi- 
davit of lost note; and 

(b) A statement that identifies and itemizes all fees and 
charges assessed under the loan transaction and provides a 
full payment history identifying in a clear and conspicuous 
manner all of the debits, credits, application of and disburse- 
ment of all payments received from or for the benefit of the 
borrower, and other activity on the student education loan 
including suspense account activity, if any. The period of the 
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account history must cover at a minimum the two-year period 
prior to the date of the receipt of the request for information. 
If the servicer has not serviced the student education loan for 
the entire two-year time period the servicer must provide the 
information going back to the date on which the servicer 
began servicing the loan, and identify the previous servicer, if 
known. If the servicer claims that any delinquent or outstand- 
ing sums are owed on the loan prior to the two-year period or 
the period during which the servicer has serviced the student 
education loan, the servicer must provide an account history 
beginning with the month that the servicer claims any out- 
standing sums are owed on the student education loan up to 
the date of the request for the information. The borrower may 
request annually one statement free of charge. 

(3) When acquiring servicing rights from another ser- 
vicer, a receiving servicer must: 

(a) Notify the student education loan borrowers no more 
than sixty days and no less than forty-five days before the 
effective date of the transfer of the students' loans to provide 
them with: 

(i) The effective date of the transfer of servicing, and the 
date at which the receiving servicer will begin to accept pay- 
ments relating to the loan, if different; 

(ii) The name, address, and toll-free telephone number 
for both the transferring and receiving servicers' designated 
points of contact at which the borrower can obtain answers to 
inquiries; 

(iii) A statement that the transfer of servicing does not 
affect any term or condition of the student education loan 
other than the entity servicing the loan; 

(iv) Information about how to obtain a payment history 
from both the transferring or receiving servicer, including a 
count of payments that qualify toward any forgiveness 
options, as applicable; 

(v) A notification indicating whether an alternative 
repayment plan or loan consolidation application is pending; 
and 

(vi) Information about how to appropriately direct and 
submit a complaint to the United States department of educa- 
tion, the student loan advocate, federal student loan ombuds, 
and other relevant federal agencies that collect borrower 
complaints, in the event of a servicing error; 

(b) Continue processing loan modification requests, 
including applications for income-driven repayment, loan 
forgiveness, or loan consolidation, received by the receiving 
servicer or the transferring servicer during the transfer pro- 
cess; and 

(c) Retain records necessary to maintain the borrower's 
uninterrupted enrollment in their existing repayment plan. 

(4) When transferring or selling the servicing of loans a 
transferring servicer must: 

(a) Notify the student education loan borrowers no more 
than sixty days and no less than forty-five days before the 
effective date of the transfer of the students' loans to provide 
them with: 

(i) The effective date of the transfer of servicing, and the 
date at which the transferring servicer will no longer accept 
payments relating to the loan, if different; 

(ii) The name, address, and toll-free telephone number 
for the transferring and receiving servicers! designated points 
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of contact at which the borrower can obtain answers to inqui- 
ries; and 

(iii) A statement that the transfer of servicing does not 
affect any term or condition of the student education loan 
other than the entity servicing the loan; and 

(b) Inform the receiving servicer if a loan modification 
request is pending. 

(5) Licensees shall provide, free of charge on the 
licensee's web site, information or links to information 
regarding repayment and loan forgiveness options that may 
be available to borrowers, as well as the availability of the 
student loan advocate to provide assistance. This information 
or these links shall be prominently placed and provided via 
written correspondence or email with the borrower at least 
once per calendar year. 

(6) In addition to keeping records in compliance with 
this chapter and RCW 28B.77.007, licensees shall collect, 
maintain, and report to the department specific information 
about the loans in the licensee's portfolio. Such information 
shall include, but not be limited by: Loan volume, default, 
refinance and modification information, loan type (subsi- 
dized, deferred, etc.) information, and collection practices. 

(7) The director may adopt all rules necessary to imple- 
ment this section. The director may, at his or her discretion, 
waive applicability of the provisions of this section when the 
director determines it necessary to facilitate commerce and 
protect consumers. 

(8) The director's obligations or duties under chapter 62, 
Laws of 2018 are subject to section 21, chapter 62, Laws of 
2018. [2018 c 62 § 6.] 


31.04.410 Student education loan servicer licensee. 
A student education loan servicer licensee must maintain 
liquidity, operating reserves, and a tangible net worth in 
accordance with generally accepted accounting principles as 
determined by the director. The director may adopt rules to 
implement this section. The director's obligations or duties 
under this section are subject to section 21, chapter 62, Laws 
of 2018. [2018 c 62 § 7.] 


31.04.415 Third-party student education loan modi- 
fication services—Restrictions—Requirements. (1) In 
addition to complying with federal and state law, including 
all requirements under chapter 18.28 RCW and this chapter, 
any person providing third-party student education loan mod- 
ification services must: 

(a) Not charge or receive any money or other valuable 
consideration prior to full and complete performance of the 
services the person has agreed to perform for the borrower; 

(b) Not charge total fees in excess of usual and custom- 
ary charges, or total fees that are not reasonable in light of the 
service provided; and 

(c) Immediately inform the borrower in writing if the 
owner or servicer of the student education loan requires addi- 
tional information or documentation from the borrower, or if 
it becomes apparent that a modification, refinancing, consol- 
idation, or change in repayment plans on the student educa- 
tion loan is not possible. 

(2) As a condition for providing third-party student edu- 
cation loan modification services, a person providing the ser- 
vices shall not: 
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(a) Require or encourage a borrower to sign a waiver of 
his or her legal defenses, counterclaims, and other legal rights 
against the person for future acts; 

(b) Represent, expressly or by implication, that funds 
paid to the person providing third-party student education 
loan modification services will be applied to the borrower's 
student education loan balance; 

(c) Require or encourage a borrower to waive his or her 
right to receive notice before the owner or servicer of the loan 
initiates collection proceedings; 

(d) Require or encourage a borrower to agree to pay 
charges not enumerated in any agreement between the bor- 
rower and the lender, servicer, or owner of the loan; 

(e) Require or encourage a borrower to: 

(i) Cease communication with the lender, investor, loan 
servicer, or United States department of education; or 

(ii) Change his or her contact information to that of the 
third-party education loan servicer or any other third party; 

(f) Misrepresent, expressly or by implication, the avail- 
ability, performance, cost, or characteristics of any alterna- 
tive to for-profit third-party student education loan modifica- 
tion services through which the consumer can obtain assis- 
tance with refinancing of, consolidation of, application for 
discharge of or refund of amounts paid toward, or change of 
repayment plans for a student education loan, including com- 
municating directly with the servicer, applying through or 
communicating with the United States department of educa- 
tion, communicating with any other government agency, or 
using any nonprofit agency or program; 

(g) Misrepresent, expressly or by implication, the 
amount of money or the percentage of the debt amount a stu- 
dent education loan borrower may save by engaging the per- 
son's third-party student education loan modification ser- 
vices; 

(h) Misrepresent, expressly or by implication, the total 
cost to purchase the third-party student education loan modi- 
fication services; 

(i) Misrepresent, expressly or by implication, the terms, 
conditions, limitations, contingencies, or requirements to 
reapply or recertify eligibility for any refinancing of, consol- 
idation of, or change of repayment plans for a student educa- 
tion loan; 

(j) Misrepresent, expressly or by implication, any affilia- 
tion, connection, or relationship with the United States 
department of education or its contracted entities; 

(k) Misrepresent, expressly or by implication, the impact 
on a borrower's credit history, score, or report that will result 
from engaging the person's third-party student education loan 
modification services; or 

(1) Change a borrower's login information, personal iden- 
tification number, or contact information on file with a ser- 
vicer or the United States department of education, including 
without limitation telephone number, address, and email 
address. 

(3) In any inconsistency between this chapter and chap- 
ter 18.28 RCW, this chapter shall control. [2018 c 62 § 8.] 


31.04.420 Subject to student education loan servicer 
requirements—Exempt from licensing. (1) The following 
are subject to the student education loan servicer require- 
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ments in this chapter, but are exempt from having to obtain 
and maintain a license in accordance with this chapter: 

(a) Trade, technical, vocational, or apprentice programs 
that teach skills related to a specific job, and postsecondary 
schools that service their own student education loans; 

(b) Persons servicing five or fewer student education 
loans; 

(c) Guarantors of federal student loans that do not also 
service federal student loans; 

(d) The United States or any department or agency 
thereof, to the extent it is servicing student education loans 
that it originated; and 

(e) Any state, county, city, or any department or agency 
thereof, but only to the extent it is servicing student education 
loans that it originated. 

(2) Persons providing third-party student education loan 
modification services are exempt from having to obtain and 
maintain a license in accordance with this chapter. 

(3) The department may refer to the attorney general's 
consumer protection division complaints regarding entities 
subject to this section. [2018 c 62 § 10.] 


REVERSE MORTGAGE LENDING 


31.04.500 Short title. RCW *31.04.501 through 
31.04.540 may be known and cited as the Washington state 
reverse mortgage act. [2009 c 149 § 10.] 


*Reviser's note: RCW 31.04.501 was repealed by 2017 3rd sp.s. c 25 § 
14. 


31.04.505 Definitions. The definitions in this section 
apply throughout this chapter unless the context clearly 
requires otherwise. 

(1) "FHA-approved reverse mortgage" means a "home 
equity conversion mortgage" or other reverse mortgage prod- 
uct guaranteed or insured by the federal department of hous- 
ing and urban development. 

(2) "Owner-occupied residence" is the borrower's resi- 
dence and includes a life estate property the legal title for 
which is held in the name of the borrower in a reverse mort- 
gage transaction or in the name of a trust, provided the occu- 
pant of the property is the beneficiary of that trust. 

(3) "Proprietary reverse mortgage loan" is any reverse 
mortgage loan product that is not a home equity conversion 
mortgage loan or other federally guaranteed or insured loan. 

(4) "Reverse mortgage broker or lender" means a 
licensee under the Washington state consumer loan act, chap- 
ter 31.04 RCW, or a person exempt from licensing pursuant 
to federal law. 

(5) "Reverse mortgage loan" means a nonrecourse con- 
sumer credit obligation in which: 

(a) A mortgage, deed of trust, or equivalent consensual 
security interest securing one or more advances is created in 
the borrower's dwelling; 

(b) Any principal, interest, or shared appreciation or 
equity is due and payable, other than in the case of default, 
only after: 

(i) The consumer dies; 

(ii) The dwelling is transferred; or 

Gii) The consumer ceases to occupy the dwelling as a 
dwelling; and 
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(c) The broker or lender is licensed under Washington 
state law or exempt from licensing under federal law. [2009 
c 149 § 1] 


31.04.510 Requirements of licensee—Minimum cap- 
ital—Exceptions. (1) For purposes of RCW *31.04.501 
through 31.04.540, in addition to any other requirements, 
licensees must comply with the following requirements 
before offering proprietary reverse mortgage loans: 

(a) Maintain an irrevocable standby letter of credit 
approved by the director from a financial institution approved 
by the director in favor of the licensee in an amount necessary 
to fund all reverse mortgage loan requirements anticipated 
over the next twelve months for loans then on the licensee's 
books and those expected to be made over the next twelve 
months or three million dollars, whichever is greater. The ini- 
tial term of the letter of credit must be at least two years. 

(b) The financial institution that provides the letter of 
credit as required in (a) of this subsection may not be affili- 
ated with the licensee. 

(c) A licensee with a rating of either 4A1 or SAI from 
Dun & Bradstreet credit services for three consecutive years 
is exempt from the requirements set forth in (a) of this sub- 
section. 

(2) The licensee shall maintain a minimum capital of ten 
million dollars. 

(3) A licensee may rely on the capital of its parent to sat- 
isfy the requirement of subsection (2) of this section. How- 
ever, for any year in which a licensee seeks to so rely, it shall 
provide to the director a certified financial statement of the 
parent showing a net worth of at least one hundred million 
dollars as of the close of its most recent fiscal year and a bind- 
ing written commitment from the parent to the licensee to 
make a minimum of ten million dollars available to the 
licensee as a capital contribution in connection with its 
reverse mortgage lending program. 

(4) Subsections (2) and (3) of this section do not apply to 
a licensee that: 

(a) Only originates proprietary reverse mortgage loans 
the proceeds of which are fully disbursed at the loan closing; 
or 

(b) Only originates proprietary reverse mortgage loans 
that are sold into the secondary market to an investor with 
either a4A1 or 5A1 rating from Dun & Bradstreet credit ser- 
vices. A licensee that makes such a sale shall obtain a written 
commitment to purchase the loans from the investor prior to 
closing and shall arrange for the delivery of the loans to the 
investor within ten days of the loan closing. [2009 c 149 § 2.] 


*Reviser's note: RCW 31.04.501 was repealed by 2017 3rd sp.s. c 25 § 
14. 


31.04.515 Loan requirements—Compliance—Rules. 
The department of financial institutions has specific authority 
to develop rules regarding the interpretation and implementa- 
tion of this section. A proprietary reverse mortgage loan must 
comply with all of the following requirements: 

(1) For the purposes of this section prepayment, in whole 
or in part, or the refinancing of a reverse mortgage loan, is 
permitted without penalty at any time during the term of the 
reverse mortgage loan. For the purposes of this section, pen- 
alty does not include any fees, payments, or other charges, 
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not including interest, that would have otherwise been due 
upon the reverse mortgage being due and payable. However, 
when a reverse mortgage lender has paid or waived all of the 
usual fees or costs associated with a reverse mortgage loan, a 
prepayment penalty may be imposed, provided the penalty 
does not exceed the total amount of the usual fees or costs 
that were initially absorbed or waived by the reverse mort- 
gage lender. A mortgagee may not impose a prepayment pen- 
alty under this subsection if the prepayment is caused by the 
occurrence of the death of the borrowers. A borrower must be 
provided prior written notice of any permissible prepayment 
penalty under this section; 

(2) A reverse mortgage loan may provide for a fixed or 
adjustable interest rate or combination thereof, including 
compound interest, and may also provide for interest that is 
contingent on the value of the property upon execution of the 
loan or at maturity, or on changes in value between closing 
and maturity; 

(3) The lender shall pay a late charge to the borrower for 
any late advance. If the lender does not mail or electronically 
transfer a scheduled monthly advance to the borrower on the 
first business day of the month, or within five business days 
of the date the lender receives the request, or such other reg- 
ularly scheduled contractual date, the late charge is ten per- 
cent of the entire amount that should have been paid to the 
borrower for that month or as a result of that request. For each 
additional day that the lender fails to make the advance, the 
lender shall pay interest on the late advance at the interest rate 
stated in the loan documents. If the loan documents provide 
for an adjustable interest rate, the rate in effect when the late 
charge first accrues is used. Any late charge is paid from the 
lender's funds and may not be added to the unpaid principal 
balance. Additionally, the lender forfeits the right to interest 
and a monthly servicing fee for any months in which the 
advance has not been timely made. This section does not 
affect the department of financial institution's ability to 
impose other sanctions to protect consumers of reverse mort- 
gage loans; 

(4) The reverse mortgage loan may become due and pay- 
able upon the occurrence of any one of the following events: 

(a) The home securing the loan is sold or title to the 
home is otherwise transferred; 

(b) All borrowers cease occupying the home as a princi- 
pal residence, except as provided in subsection (5) of this sec- 
tion; or 

(c) A defaulting event occurs which is specified in the 
loan documents; 

(5) Repayment of the reverse mortgage loan is subject to 
the following additional conditions: 

(a) Temporary absences from the home not exceeding 
one hundred eighty consecutive days do not cause the mort- 
gage to become due and payable; 

(b) Extended absences from the home exceeding one 
hundred eighty consecutive days, but less than one year, do 
not cause the mortgage to become due and payable if the bor- 
rower has taken prior action that secures and protects the 
home in a manner satisfactory to the lender, as specified in 
the loan documents; 

(c) The lender's right to collect reverse mortgage loan 
proceeds is subject to the applicable statute of limitations for 
written loan contracts. Notwithstanding any other provision 
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of law, the statute of limitations shall commence on the date 
that the reverse mortgage loan becomes due and payable as 
provided in the loan agreement; and 

(d) Using conspicuous, bold sixteen-point or larger type, 
the lender shall disclose in the loan agreement any interest 
rate or other fees to be charged during the period that com- 
mences on the date that the reverse mortgage loan becomes 
due and payable, and that ends when repayment in full is 
made; 

(6) The first page of any deed of trust securing a reverse 
mortgage loan must contain the following statement in six- 
teen-point boldface type: "This deed of trust secures a reverse 
mortgage loan;" 

(7) A lender or any other party that participates in the 
origination of a reverse mortgage loan shall not require an 
applicant for a reverse mortgage to purchase an annuity, 
insurance, or another product as a condition of obtaining a 
reverse mortgage loan. A reverse mortgage lender or a broker 
arranging a reverse mortgage loan shall not: 

(a) Offer an annuity to the borrower prior to the closing 
of the reverse mortgage or before the expiration of the right 
of the borrower to rescind the reverse mortgage agreement; 

(b) Refer the borrower to anyone for the purchase of an 
annuity prior to the closing of the reverse mortgage or before 
the expiration of the right of the borrower to rescind the 
reverse mortgage agreement; or 

(c) Provide marketing information or annuity sales leads 
to anyone regarding the prospective borrower or borrower, or 
receive any compensation for such an annuity sale or referral; 

(8)(a) A lender or any other party that participates in the 
origination of a reverse mortgage loan shall maintain safe- 
guards, acceptable to the department of financial institutions, 
to ensure that individuals offering reverse mortgage loans do 
not provide reverse mortgage borrowers with any other finan- 
cial or insurance products and that individuals participating 
in the origination of a reverse mortgage loan have no ability 
or incentive to provide the borrower with any other financial 
or insurance product; 

(b) The borrower shall not be required, directly or indi- 
rectly, as a condition of obtaining a reverse mortgage under 
this section, to purchase any other financial or insurance 
products; 

(9) Prior to accepting a final and complete application 
for a reverse mortgage loan or assessing any fees, a lender 
shall refer the prospective borrower to an independent hous- 
ing counseling agency approved by the federal department of 
housing and urban development for counseling. The counsel- 
ing must meet the standards and requirements established by 
the federal department of housing and urban development for 
reverse mortgage counseling. The lender shall provide the 
borrower with a list of at least five independent housing 
counseling agencies approved by the federal department of 
housing and urban development, including at least two agen- 
cies that can provide counseling by telephone. Telephone 
counseling is only available at the borrower's request; 

(10) A lender shall not accept a final and complete appli- 
cation for a reverse mortgage loan from a prospective appli- 
cant or assess any fees upon a prospective applicant without 
first receiving a certification from the applicant or the appli- 
cant's authorized representative that the applicant has 
received counseling from an agency as described in subsec- 
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tion (9) of this section. The certification must be signed by 
the borrower and the agency counselor, and must include the 
date of the counseling and the names, addresses, and tele- 
phone numbers of both the counselor and the borrower. Elec- 
tronic facsimile copy of the housing counseling certification 
satisfies the requirements of this subsection. The lender shall 
maintain the certification in an accurate, reproducible, and 
accessible format for the term of the reverse mortgage; 

(11) A reverse mortgage loan may not be made for a 
Washington state resident unless that resident is a minimum 
of sixty years of age as of the date of execution of the loan; 
and 

(12) Except for the initial disbursement of moneys to the 
closing agent, advances by the lender to the borrower must be 
issued directly to the borrower, or his or her legal representa- 
tive, and not to an intermediary or third party. [2009 c 149 § 
3.] 


31.04.520 Right to rescind transaction. The borrower 
in a proprietary reverse mortgage transaction has the same 
right to rescind the transaction as provided in the truth in 
lending act, Regulation Z, 12 C.F.R. Part 1026. [2015 c 229 
§ 36; 2009 c 149 § 4.] 


31.04.525 Preapproval required from department of 
financial institutions—Application of section—Rules. (1) 
This section does not apply to a home equity conversion 
mortgage or other federally administered reverse mortgage 
product. A proprietary reverse mortgage loan product may 
not be offered without preapproval by the department of 
financial institutions. 

(2) The director may make rules regarding the preap- 
proval process, and may require any documentation, informa- 
tion, standards, or data deemed necessary by the director. The 
director may disapprove any proprietary reverse mortgage 
loan products that contain or incorporate by reference any 
inconsistent, ambiguous, or misleading provisions or terms, 
or exceptions and conditions which unreasonably or decep- 
tively affect the reverse mortgage contract. Additional 
grounds for disapproval may include, without limitation, the 
existence in the proprietary product of any benefits provided 
to the borrower that are contrary to public policy. [2009 c 
149 § 5.] 


31.04.530 Required notice to prospective borrower 
about counseling—Form—Contents—Annual disclosure 
statements—Property appraisals. (1) A proprietary 
reverse mortgage loan application may not be taken by a 
lender unless the loan applicant has received from the lender 
the following plain language statement in conspicuous bold 
sixteen-point type or larger, advising the prospective bor- 
rower about counseling prior to obtaining the reverse mort- 
gage loan within three business days of receipt of the com- 
pleted loan application: 


"Important notice to reverse mortgage loan applicant 
A reverse mortgage is a complex financial transac- 
tion that provides a means of using the equity you have 
built up in your home, or the value of your home, as a way 
to access home equity. 
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If you decide to obtain a reverse mortgage loan, you 
will sign binding legal documents that will have import- 
ant legal, tax, and financial implications for you and your 
estate. 

It is very important for you to understand the terms 
of the reverse mortgage and its effect. Before entering 
into this transaction, you are required by law to consult 
with an independent loan counselor. A list of approved 
counselors will be provided to you by the lender or bro- 
ker. You may also want to discuss your decision with fam- 
ily members or others on whom you rely for financial 
advice." 


(2) As part of the disclosure required under this section, 
the lender or servicer shall provide an annual, or more fre- 
quent, disclosure statement to the borrower, providing details 
of the loan advances, balance, other terms, and the name and 
telephone number of the lender's employee or agent who has 
been specifically designated to respond to inquiries concern- 
ing reverse mortgage loans. 

(3) In addition to any other loan documentation or dis- 
closure, prior to execution of the loan and at the end of the 
loan term, the lender may either obtain an independent 
appraisal of the property value or use the current year's tax 
assessment valuation of the property. Copies of these apprais- 
als must be timely provided to the borrower within five days 
of the borrower's written request, provided the borrower has 
paid for the appraisal. [2009 c 149 § 6.] 


31.04.535 Lender default—Treble damages—Civil 
remedies. (1) In addition to any other remedies, if a lender 
defaults on any of the reverse mortgage loan terms and fails 
to cure an actual default after notice as specified in the loan 
documents, the borrower, or the borrower's estate, is entitled 
to treble damages. 

(2) An arrangement, transfer, or lien subject to this chap- 
ter is not invalidated solely because of the failure of a lender 
to comply with any provision of this chapter. However, this 
section does not preclude the application of any other exist- 
ing civil remedies provided by law. 

(3) A violation of federal legal requirements for an FHA- 
approved reverse mortgage as defined in RCW 31.04.505(1) 
constitutes a violation of this chapter. [2009 c 149 § 7.] 


31.04.540 Loan advances—Eligibility and benefits 
under means-tested programs—Subject to federal law. 
(1) To the extent that implementation of this section does not 
conflict with federal law resulting in the loss of federal fund- 
ing, proprietary reverse mortgage loan advances made to a 
borrower must be treated as proceeds from a loan and not as 
income for the purpose of determining eligibility and benefits 
under means-tested programs of aid to individuals. 

(2) Undisbursed reverse mortgage funds must be treated 
as equity in the borrower's home and not as proceeds from a 
loan, resources, or assets for the purpose of determining eli- 
gibility and benefits under means-tested programs of aid to 
individuals. 

(3) This section applies to any law or program relating to 
payments, allowances, benefits, or services provided on a 
means-tested basis by this state including, but not limited to, 
optional state supplements to the federal supplemental secu- 
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rity income program, low-income energy assistance, property 
tax relief, aged, blind, or disabled assistance benefits, preg- 
nant women assistance benefits, essential needs and housing 
support, and medical assistance only to the extent this section 
does not conflict with Title 19 of the federal social security 
act. [2011 Ist sp.s. c 36 § 15; 2010 Ist sp.s. c 8 § 15; 2009 c 
149 § 8.] 
Findings—Intent—2011 1st sp.s. c 36: See RCW 74.62.005. 


Effective date—2011 Ist sp.s. c 36: See note following RCW 
74.62.005. 


Findings—Intent—Short title—Effective date—2010 1st sp.s. c 8: 
See notes following RCW 74.04.225. 


31.04.901 Short title. This chapter shall be known as 
the consumer loan act. [1991 c 208 § 21.] 


31.04.902 Effective dates, implementation—1991 c 
208. (1) Sections 1 through 23 of this act shall take effect 
January 1, 1992, but the director shall take such steps and 
adopt such rules as are necessary to implement this act by that 
date. 

(2) Section 24 of this act shall take effect January 1, 
1993. [1994 c 92 § 174; 1991 c 208 § 25.] 


31.04.903 Effective date—2009 c 120. In order to 
facilitate an orderly transition to licensing and minimize dis- 
ruption in the mortgage marketplace, sections 10 through 14, 
16 through 19, 21 through 25, and 27 through 29 of this act 
take effect July 1, 2010. [2009 c 120 § 31.] 


31.04.904 Effective date—2010 c 35. This act takes 
effect July 1, 2010. [2010 c 35 § 22.] 


31.04.905 Application—2018 c 62. The requirements 
of chapter 62, Laws of 2018 do not apply to any person doing 
business under, and as permitted by, any law of this state or 
of the United States relating to banks, savings banks, trust 
companies, savings and loan or building and loan associa- 
tions, or credit unions. [2018 c 62 § 20.] 


31.04.906 Short title—2018 c 62. This act may be 
known and cited as the Washington student education loan 
bill of rights. [2018 c 62 § 23.] 
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31.12.585 Prohibited acts—Notice—Cease and desist order. 

31.12.595 Temporary cease and desist order—Notice—Principal place 
of business—Superior court. 

31.12.625 Administrative hearing—Procedures. 

31.12.630 Authority of director to call special meeting of board. 

31.12.633 Authority of director to attend meetings of the board. 

31.12.637 Intervention by director—Conditions. 

31.12.641 Supervision by director—Notice—Compliance—Costs. 

31.12.644 Supervision by director—Certain acts prohibited. 

31.12.647 Supervision by director—Credit union request for review. 

31.12.651 | Conservator—Authorized actions—Costs. 

31.12.654 Actions by conservator—Review. 

31.12.657 Lawsuits during period of conservatorship. 

31.12.661 Conservator serves until purposes are accomplished. 

31.12.664  Liquidation—Suspension or revocation of articles—Place- 
ment in involuntary liquidation—Appointment of liquidat- 
ing agent—Notice—Procedure—Effect. 

31.12.667 Order directing involuntary liquidation—Procedure. 

31.12.671 | Receivership—Appointment of receiver by director— 


Notice—Act without bond. 


31.12.674 Director's orders—Notice to director of hearing—Hearing— 
Principal place of business—Superior court. 

31.12.677 Powers and duties of receiver. 

31.12.681 Claims against credit union in receivership—Notice. 

31.12.684 Receiver shall inventory assets—File lists of assets and 


claims—Objections to approved claims. 


31.12.687 Expenses incurred by receiver. 

31.12.691 Liquidation dividends—Approval of court. 

31.12.694 Remaining assets—Distribution. 

31.12.697 Unclaimed liquidation dividends. 

31.12.701 Personal property—Receiver's duties. 

31.12.704 Proceeds of sale—Deposit or payment by receiver. 
31.12.707 | Completion of receivership—Merger, purchase, or liquida- 


tion—Secretary of state. 


31.12.711 Director may terminate receivership—Expenses. 

31.12.714 — Receivership files. 

31.12.717  Pendency of proceedings for review of appointment of 
receiver—Liabilities of credit union—Availability of rele- 
vant data. 

31.12.721 | Appointment by court of temporary receiver—Notice to direc- 
tor. 

31.12.724 Actions that are void—Felonious conduct—Penalties. 

31.12.726 Conservator or receiver may terminate or adopt executory con- 
tracts—Timing—Binding terms—Liability. 

31.12.728 Applicability of general receivership law. 

MISCELLANEOUS 

31.12.850 Prohibited acts—Criminal penalties. 

31.12.853 Prohibited acts—Civil penalties—Rules. 

31.12.860 Taxation of credit unions. 

31.12.890 Satellite facilities. 

31.12.891 Automated teller machines and night depositories security. 

31.12.902 Short title. 

31.12.906 Effective date—1997 c 397. 

31.12.909 Construction—Chapter applicable to state registered domestic 
partnerships—2009 c 521. 

31.12.910 Effective date—2010 c 87. 


Business license system exemption: RCW 19.02.800. 
Credit unions as public depositories: RCW 39.58.240. 
Fairness in lending act: RCW 30A.04.500 through 30A.04.515. 


31.12.003 Findings—Intent—1997 c 397. The legisla- 
ture finds that credit unions provide many valuable services 
to the consumers of this state and will be better prepared to 
continue providing these services if the Washington state 
credit union act is modernized, clarified, and reorganized. 

Furthermore, the legislature finds that credit unions and 
credit union members will benefit by enacting provisions 
clearly specifying the director of financial institutions' 
authority to enforce statutory provisions. 
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Revisions to this chapter reflect the legislature's intent to 
modernize, clarify, and reorganize the existing act, and spec- 
ify the director's enforcement authority. By enacting the revi- 
sions to this chapter, it is not the intent of the legislature to 
affect the scope of credit unions' field of membership or tax 
status, or impact federal parity provisions. [1997 c 397 § 1.] 


31.12.005 Definitions. Unless the context clearly 
requires otherwise, as used in this chapter: 

(1) "Board" means the board of directors of a credit 
union. 

(2) "Board officer" means an officer of the board elected 
under RCW 31.12.265(1). 

(3) "Branch" of a credit union, out-of-state credit union, 
or foreign credit union means any facility that meets all of the 
following criteria: 

(a) The facility is a staffed physical facility; 

(b) The facility is owned or leased in whole or part by the 
credit union or its credit union service organization; and 

(c) Deposits and withdrawals may be made at the facil- 
ity. 

(4) "Capital" means a credit union's reserves, undivided 
earnings, and allowance for loan and lease losses, and other 
items that may be included under RCW 31.12.413 or by rule 
or order of the director. 

(5) "Credit union" means a credit union organized and 
operating under this chapter. 

(6) "Credit union service organization" means an organi- 
zation that a credit union has invested in pursuant to RCW 
31.12.436(1)(h), or a credit union service organization 
invested in by an out-of-state, federal, or foreign credit union. 

(7) "Department" means the department of financial 
institutions. 

(8) "Director" means the director of financial institu- 
tions. 

(9) "Federal credit union" means a credit union orga- 
nized and operating under the laws of the United States. 

(10) "Financial institution" means any commercial bank, 
trust company, savings bank, or savings and loan association, 
whether state or federally chartered, and any credit union, 
out-of-state credit union, or federal credit union. 

(11) "Foreign credit union" means a credit union orga- 
nized and operating under the laws of another country or 
other foreign jurisdiction. 

(12) "Insolvency" means: 

(a) If, under United States generally accepted accounting 
principles, the recorded value of the credit union's assets are 
less than its obligations to its share account holders, deposi- 
tors, creditors, and others; or 

(b) If it is likely that the credit union will be unable to 
pay its obligations or meet its share account holders' and 
depositors' demands in the normal course of business. 

(13) "Loan" means any loan, overdraft line of credit, 
extension of credit, or lease, in whole or in part. 

(14) "Low-income member" means a member whose 
family income is not more than eighty percent of the median 
family income for the metropolitan statistical area where the 
member lives or for the national metropolitan area where the 
member lives, whichever is greater, or a member or potential 
member who earns not more than eighty percent of the total 
median earnings for individuals for the metropolitan statisti- 


[Title 31 RCW—page 25] 


31.12.015 


cal area where the member lives or for the national metropol- 
itan area where the member lives, whichever is greater. For 
members living outside of a metropolitan statistical area, the 
department must apply the statewide or national nonmetro- 
politan area median family income or total median earnings 
for individuals. 

(15) "Material violation of law" means: 

(a) If the credit union or person has violated a material 
provision of: 

(i) Law; 

(ii) Any cease and desist order issued by the director; 

(iii) Any condition imposed in writing by the director in 
connection with the approval of any application or other 
request of the credit union; or 

(iv) Any supervisory agreement, or any other written 
agreement entered into with the director; 

(b) If the credit union or person has concealed any of the 
credit union's books, papers, records, or assets, or refused to 
submit the credit union's books, papers, records, or affairs for 
inspection to any examiner of the state or, as appropriate, to 
any examiner of the national credit union administration; or 

(c) If a member of a credit union board of directors or 
supervisory committee, or an officer of a credit union, has 
breached his or her fiduciary duty to the credit union. 

(16) "Net worth" means a credit union's capital, less the 
allowance for loan and lease losses. 

(17) "Operating officer" means an employee of a credit 
union designated as an officer pursuant to RCW 
31.12.265(2). 

(18) "Organization" means a corporation, partnership, 
association, limited liability company, trust, or other organi- 
zation or entity. 

(19) "Out-of-state credit union" means a credit union 
organized and operating under the laws of another state or 
United States territory or possession. 

(20) "Person" means an organization or a natural person 
including, but not limited to, a sole proprietorship. 

(21) "Principally" or "primarily" means more than one- 
half. 

(22) "Senior operating officer" includes: 

(a) An operating officer who is a vice president or above; 
and 

(b) Any employee who has policy-making authority. 

(23) "Significantly undercapitalized" means a net worth 
to total assets ratio of less than four percent. 

(24) "Small credit union" means a credit union with up to 
ten million dollars in total assets. 

(25) "Unsafe or unsound condition" means, but is not 
limited to: 

(a) If the credit union is insolvent; 

(b) If the credit union has incurred or is likely to incur 
losses that will deplete all or substantially all of its net worth; 

(c) If the credit union is in imminent danger of losing its 
share and deposit insurance or guarantee; or 

(d) If the credit union is significantly undercapitalized. 

(26) "Unsafe or unsound practice" means any action, or 
lack of action, which is contrary to generally accepted stan- 
dards of prudent operation, the likely consequences of which, 
if continued, would be abnormal risk of loss or danger to a 
credit union, its members, or an organization insuring or 
guaranteeing its shares and deposits. [2017 c 61 § 1. Prior: 
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2015 c 114 § 1; 2013 c 34 § 1; 2010 c 87 § 1; 2001 c 83 § 1; 
1997 c 397 § 2; prior: 1994 c 256 § 68; 1994 c 92 § 175; 1984 
c31§2] 

Findings—Construction—1994 c 256: See RCW 43.320.007. 


CREDIT UNION ORGANIZATION 


31.12.015 Declaration of policy. A credit union is a 
cooperative society organized under this chapter as a non- 
profit corporation for the purposes of promoting thrift among 
its members and creating a source of credit for them at fair 
and reasonable rates of interest. 

The director is the state's credit union regulatory author- 
ity whose purpose is to protect members' financial interests, 
the integrity of credit unions as cooperative institutions, and 
the interests of the general public, and to ensure that credit 
unions remain viable and competitive in this state. [1997 c 
397 § 3. Prior: 1994 c 256 § 69; 1994 c 92 § 176; 1984c 31 § 
3.] 

Findings—Construction—1994 c 256: See RCW 43.320.007. 


31.12.025 Use of words in name. (1) A credit union 
shall include the words "credit union" in its name. 

(2) No person may conduct business or engage in any 
other activity under a name or title containing the words 
"credit union", or represent itself as a credit union, unless it 
is: 

(a) A credit union, out-of-state credit union, or a foreign 
credit union; 

(b) An organization whose membership or ownership is 
limited to credit unions, out-of-state credit unions, federal 
credit unions, or their trade organizations; 

(c) A person that is primarily in the business of manag- 
ing one or more credit unions, out-of-state credit unions, or 
federal credit unions; or 

(d) A credit union service organization. [1997 c 397 § 4; 
1994 c 256 § 70; 1984 c 31 § 4.] 

Findings—Construction—1994 c 256: See RCW 43.320.007. 


31.12.035 Application for permission to organize— 
Approval. Seven or more natural persons who reside in this 
state may apply to the director for permission to organize a 
credit union. The application must include copies of the pro- 
posed articles of incorporation and bylaws, and such other 
information as may be required by the director. The director 
shall approve or deny a complete application within sixty 
days of receipt. [1997 c 397 § 5; 1994 c 92 § 177; 1984 c 31 
$5] 


31.12.055 Manner of organizing—Articles of incor- 
poration—Submission to director. (1) Persons applying 
for the organization of a credit union shall execute articles of 
incorporation stating: 

(a) The initial name and location of the credit union; 

(b) That the duration of the credit union is perpetual; 

(c) That the purpose of the credit union is to engage in 
the business of a credit union and any other lawful activities 
permitted to a credit union by applicable law; 

(d) The number of its directors, which must not be less 
than five or greater than fifteen, and the names of the persons 
who are to serve as the initial directors; 
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(e) The names of the incorporators; 

(f) The extent, if any, to which personal liability of direc- 
tors is limited; 

(g) The extent, if any, to which directors, supervisory 
committee members, officers, employees, and others will be 
indemnified by the credit union; and 

(h) Any other provision which is not inconsistent with 
this chapter. 

(2) Applicants shall submit the articles of incorporation 
in triplicate to the director. [2017 c 61 § 2; 1997 c 397 § 6. 
Prior: 1994 c 256 § 71; 1994 c 92 § 179; 1984 c 31 § 7.] 

Findings—Construction—1994 ¢ 256: See RCW 43.320.007. 


31.12.065 Bylaws—Submission to director. (1) Per- 
sons applying for the organization of a credit union shall 
adopt bylaws that prescribe the manner in which the business 
of the credit union shall be conducted. The bylaws shall 
include: 

(a) The name of the credit union; 

(b) The field of membership of the credit union; 

(c) Reasonable qualifications for admission as a member 
of the credit union, and the procedures for expelling a mem- 
ber; 

(d) The number of directors and supervisory committee 
members, and the length of terms they serve and the permis- 
sible term length of any interim director or supervisory com- 
mittee member; 

(e) Any qualification for eligibility to serve on the credit 
union's board or supervisory committee; 

(f) The number of credit union employees that may serve 
on the board, if any; 

(g) The frequency of regular meetings of the board and 
the supervisory committee, and the manner in which mem- 
bers of the board or supervisory committee will be notified of 
meetings; 

(h) The timing of the annual membership meeting; 

(i) The manner in which members may call a special 
membership meeting; 

(j) The manner in which members will be notified of 
membership meetings; 

(k) The number of members constituting a quorum at a 
membership meeting; 

(1) Provisions, if any, for the indemnification of direc- 
tors, supervisory committee members, officers, employees, 
and others by the credit union, if not included in the articles 
of incorporation; and 

(m) Any other provision which is not inconsistent with 
this chapter. 

(2) Applicants shall submit the bylaws in duplicate to the 
director. [2017 c 61 § 3; 2001 c 83 § 2; 1997 c 397 § 7. Prior: 
1994 c 256 § 72; 1994 c 92 § 180; 1984 c 31 § 8.] 

Findings—C onstruction—1994 ¢ 256: See RCW 43.320.007. 


31.12.075 Approval, denial of proposed credit 
union—Appeal. (1) When the proposed articles of incorpo- 
ration and bylaws complying with the requirements of RCW 
31.12.055 and 31.12.065 have been filed with the director, 
the director shall: 

(a) Determine whether the articles of incorporation and 
bylaws are consistent with this chapter; and 
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(b) Determine the feasibility of the credit union, taking 
into account surrounding facts and circumstances influencing 
the successful operation of the credit union. 

(2) If the director is satisfied with the determinations 
made under subsection (1)(a) and (b) of this section, the 
director shall endorse each of the articles of incorporation 
"approved", indicate the date the approval was granted, and 
return two sets of articles and one set of bylaws to the appli- 
cants. 

(3) If the director is not satisfied with the determinations 
made under subsection (1)(a) and (b) of this section, the 
director shall endorse each of the articles of incorporation 
"denied," indicate the date of, and reasons for, the denial, and 
return two copies of the articles of incorporation with one 
copy of the bylaws to the person from whom they were 
received. The director shall at the time of returning the copies 
of the articles of incorporation and bylaws, also provide 
notice to the applicant of the applicant's right to appeal the 
denial under chapter 34.05 RCW. The denial is conclusive 
unless the applicant requests a hearing under chapter 34.05 
RCW. [1997 c 397 § 8; 1994 c 92 § 181; 1984 c 31 § 9.] 


31.12.085 Filing upon approval—Fee—Notice to 
director—Authority to commence business. (1) Upon 
approval under RCW 31.12.075(2), the director shall deliver 
a copy of the articles of incorporation to the secretary of state 
for filing. Upon receipt of the approved articles of incorpora- 
tion provided by the applicants, and the secretary of state fil- 
ing fee paid by the department, the secretary of state shall file 
the articles of incorporation. 

(2) Upon filing of the approved articles of incorporation 
by the secretary of state, the persons named in the articles of 
incorporation and their successors may conduct business as a 
credit union, having the powers, duties, and obligations set 
forth in this chapter. A credit union may not conduct business 
until the articles have been filed by the secretary of state. 

(3) A credit union shall organize and begin conducting 
business within six months of the date that its articles of 
incorporation are filed by the secretary of state or its charter 
is void. However, the director may grant extensions of the 
six-month period. [2010 c 87 § 2; 2001 c 83 § 3; 1997 c 397 
§ 9; 1994 c 92 § 182; 1993 c 269 § 12; 1984 c 31 § 10.] 


Additional notes found at www.leg.wa.gov 


CORPORATE GOVERNANCE 


31.12.105 Amendment to articles of incorporation— 
Approval of director—Procedure. A credit union's articles 
of incorporation may be amended by the board with the 
approval of the director. Complete applications for amend- 
ments to the articles must be approved or denied by the direc- 
tor within sixty days of receipt. Amendments to a credit 
union's articles of incorporation must conform with RCW 
31.12.055. 

Upon approval, the director shall promptly deliver the 
articles' amendments, including any necessary filing fees 
paid by the applicant, to the secretary of state for filing. The 
articles' amendments are effective upon filing of the amend- 
ments by the secretary of state. [2001 c 83 § 4; 1997 c 397 § 
10; 1994 c 92 § 184; 1984 c 31 § 12.] 
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31.12.115 Amendment to bylaws—Approval of 
director required—Procedure. (1) A credit union's field of 
membership bylaws may be amended by the board with 
approval of the director. Complete applications to amend a 
credit union's field of membership bylaws must be approved 
or denied by the director within sixty days of receipt. 

(2) A credit union's other bylaws may be amended by the 
board. 

(3) Any amendments to a credit union's bylaws must 
conform with RCW 31.12.065. [2001 c 83 § 5; 1997 c 397 § 
11. Prior: 1994 c 256 § 73; 1994 c 92 § 185; 1984 31 § 13.] 

Findings—C onstruction—1994 ¢ 256: See RCW 43.320.007. 


31.12.185 Annual membership meetings. (1) A credit 
union's annual membership meeting shall be held at such 
time and place as the bylaws prescribe, and shall be con- 
ducted according to the rules of procedure approved by the 
board. 

(2) Notice of the annual membership meetings of a credit 
union shall be given as provided in the bylaws of the credit 
union. [1997 c 397 § 12; 1987 c 338 § 2; 1984 c 31 § 20.] 


31.12.195 Special membership meetings. (1) A spe- 
cial membership meeting of a credit union may be called by: 

(a) A majority vote of the board; 

(b) Written petition signed or similarly authenticated by 
at least ten percent or two thousand of the members of a credit 
union, whichever is less; 

(c) A unanimous vote of the supervisory committee for 
the purpose of presenting and discussing a special report by 
the supervisory committee regarding the failure of the board 
to adequately respond within a reasonable time frame to find- 
ings or recommendations previously provided to the board by 
the supervisory committee pursuant to RCW 31.12.335; or 

(d) Unanimous vote of the supervisory committee to sus- 
pend a director for cause pursuant to RCW 31.12.345 if the 
supervisory committee has provided the director and the 
board with written notice of such cause and a statement of 
reasons why cause was found, and the board and the director 
have failed to act within a reasonable period to rectify the 
activity that constitutes cause. 

(2) A call of a special membership meeting of a credit 
union shall be in writing submitted to the secretary of the 
credit union by the board, the petitioners, or the supervisory 
committee as applicable, and shall state specifically the pur- 
pose or purposes for which the meeting is called and the 
agenda item or items for consideration by the members at the 
meeting. If the special membership meeting is called for the 
removal of one or more directors or supervisory committee 
members, the call shall state the name of each individual 
whose removal is sought. 

(3)(a) Upon receipt of a call for a special membership 
meeting, the secretary of the credit union shall determine 
whether the call satisfies the requirements of this section. If 
so, the secretary shall determine the date, time, and place at 
which the special membership meeting will be held, and pro- 
vide notice of the special membership meeting in accordance 
with the requirements of this subsection. The special mem- 
bership meeting must be held at a reasonable location within 
the county in which the principal place of business of the 
credit union is located, unless provided otherwise by the 
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bylaws. The special membership meeting must be held no 
later than ninety days after the date on which the call is 
received by the secretary. 

(b) The secretary shall give notice of the special mem- 
bership meeting at least thirty days before the date of the 
meeting, or within such other reasonable time period as may 
be provided by the bylaws. The notice must state the purpose 
or purposes for which the special membership meeting is 
called, and the agenda items for the meeting. If the special 
membership meeting is called for the removal of one or more 
directors or supervisory committee members, the notice must 
state the name of each individual whose removal is sought. 

(4) Except as provided in this subsection, the chairperson 
of the board shall preside over special membership meetings. 
If the purpose of the special membership meeting includes 
the removal of the chairperson, the next highest ranking 
board officer whose removal is not sought shall preside over 
the meeting. If the removal of all board officers is sought, the 
chairperson of the supervisory committee shall preside over 
the special membership meeting. 

(5) At the special membership meeting, only those 
agenda items that are stated in the notice for the meeting may 
be considered. 

(6) Special membership meetings shall be conducted 
according to the rules of procedure approved by the board. 
[2017 c 61 § 4; 2015 c 114 § 2; 2013 c 34 § 2; 1997 c 397 § 
13. Prior: 1994 c 256 § 77; 1994 c 92 § 188; 1987 c 338 § 3; 
1984 c 31 § 21.] 

Findings—Construction—1994 c 256: See RCW 43.320.007. 


31.12.225 Board of directors—Election of direc- 
tors—Terms—Vacancies—Meetings—Rules. (1) The 
business and affairs of a credit union shall be managed by a 
board of not less than five and not greater than fifteen direc- 
tors. 

(2) The directors must be elected at the credit union's 
annual membership meeting. They shall hold their offices 
until their successors are qualified and elected or appointed. 

(3) Directors shall be elected to terms of between one 
and three years, as provided in the bylaws. If the terms are 
longer than one year, the directors must be divided into 
classes, and an equal number of directors, as nearly as possi- 
ble, must be elected each year. 

(4) Except as provided in subsection (5) of this section, 
any vacancy on the board must be filled by an interim direc- 
tor appointed by the board, unless the interim director would 
serve a term of fewer than ninety days. Interim directors 
appointed to fill vacancies created by expansion of the board 
will serve until the next annual meeting of members. Other 
interim directors will serve out the unexpired term of the for- 
mer director, unless provided otherwise in the credit union's 
bylaws. 

(5) In the case of a merger between two credit unions 
pursuant to RCW 31.12.461, a board member of the merging 
credit union may continue to serve as a board member of the 
continuing credit union for a period not to exceed the equiva- 
lent of the duration of his or her unexpired term on the board 
of the merging credit union, provided that the approved plan 
of merger or other agreement approved by the director pro- 
vides for such service on the continuing credit union's board 
with a corresponding expansion in the size of the continuing 
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credit union's board not to exceed the limits under subsection 
(1) of this section. 

(6) The board will have at least six regular meetings each 
year, with at least one of these meetings held in each calendar 
quarter. The director may require the board to meet more fre- 
quently than six times per year if the director finds it neces- 
sary in order to address matters noted in any examination. 

(7) The director may adopt rules to interpret this section. 
[2015 c 114 § 3; 2013 c 34 § 3; 2001 c 83 § 6; 1997 c 397 § 
14; 1984 c 31 § 24.] 


31.12.235 Directors—Qualifications—Operating 
officers and employees may serve. (1) A director must be a 
natural person and a member of the credit union. If a director 
ceases to be a member of the credit union, the director shall 
no longer serve as a director. 

(2)(a) Ifa director is absent from more than one-fourth of 
the regular board meetings in any twelve-month period in a 
term without being reasonably excused by the board, the 
director shall no longer serve as a director for the period 
remaining in the term. 

(b) The board secretary shall promptly notify the director 
that he or she shall no longer serve as a director. Failure to 
provide notice does not affect the termination of the director's 
service under (a) of this subsection. 

(3) A director must meet any qualification requirements 
set forth in the credit union's bylaws. If a director fails to meet 
these requirements, the director shall no longer serve as a 
director. 

(4) The operating officers and employees of the credit 
union may serve as directors of the credit union, but only as 
permitted by the credit union's bylaws. In no event may the 
operating officers and employees of the credit union consti- 
tute a majority of the board. [2013 c 34 § 4; 2001 c 83 § 7; 
1997 c 397 § 15; 1994 c 256 § 78; 1984 c 31 § 25.] 

Findings—C onstruction—1994 ¢ 256: See RCW 43.320.007. 


31.12.246 Removal of directors and supervisory 
committee members—Interim directors and supervisory 
committee members. (1) The members of a credit union 
may remove a director of the credit union at a special mem- 
bership meeting held in accordance with RCW 31.12.195 and 
called for that purpose. If the members remove a director, the 
members may at the same special membership meeting elect 
an interim director to complete the remainder of the former 
director's term of office or authorize the board to appoint an 
interim director as provided in RCW 31.12.225. 

(2) The members of a credit union may remove a super- 
visory committee member at a special membership meeting 
held in accordance with RCW 31.12.195 and called for that 
purpose. If the members remove a supervisory committee 
member, the members may at the same special membership 
meeting elect an interim supervisory committee member to 
complete the remainder of the former supervisory committee 
member's term of office or authorize the supervisory commit- 
tee to appoint an interim supervisory committee member as 
provided in RCW 31.12.326. [2017 c 61 § 5; 1997 c 397 § 
16; 1984 c 31 § 26.] 


31.12.251 Removal of directors—No quorum. If at 
any time because of the removal of one or more credit union 
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directors under this chapter, the board of directors of a credit 
union has less than a quorum of directors, all powers and 
functions vested in or exercisable by the board vest in and are 
exercisable by the director or directors remaining until such a 
time as there is a quorum on the board of directors. If all of 
the directors of a credit union are removed under this chapter, 
the director of the department of financial institutions shall 
appoint persons to serve temporarily as directors of the credit 
union until such a time as their respective successors take 
office. [2010 c 87 § 19.] 


31.12.255 Board of directors—Powers and duties. 
The business and affairs of a credit union shall be managed 
by the board of the credit union. The duties of the board 
include, but are not limited to, the duties enumerated in this 
section. The duties listed in subsection (1) of this section may 
not be delegated by the credit union's board of directors. The 
duties listed in subsection (2) of this section may be delegated 
to acommittee, officer, or employee, with appropriate report- 
ing to the board. 

(1) The board shall: 

(a) Set the par value of shares, if any, of the credit union; 

(b) Set the minimum number of shares, if any, required 
for membership; 

(c) Establish policies governing the operation of the 
credit union; 

(d) Establish the conditions under which a member may 
be expelled for cause; 

(e) Fill vacancies on all committees except the supervi- 
sory committee; 

(f) Approve an annual operating budget for the credit 
union; 

(g) Designate those persons or positions authorized to 
execute or certify documents or records on behalf of the 
credit union; and 

(h) Review the supervisory committee's annual report. 

(2) In addition, unless delegated, the board shall: 

(a) Determine the maximum amount of shares and 
deposits that a member may hold in the credit union; 

(b) Set the rate of interest on deposits and the rate of div- 
idends on shares and authorize the payment of dividends on 
shares; and 

(c) Approve the charge-off of credit union losses. [2015 
c 123 § 1; 2001 c 83 § 8; 1997 c 397 § 17; 1994 c 256 § 79; 
1984 c 31 § 27.] 

Findings—Construction—1994 c 256: See RCW 43.320.007. 


31.12.265 Officers. (1) The board at its first meeting 
after the annual membership meeting shall elect board offi- 
cers from among its members, as provided in the credit 
union's bylaws. The board will elect as many board officers 
as it deems necessary for transacting the business of the board 
of the credit union. The board officers shall hold office until 
their successors are qualified and elected, unless sooner 
removed as provided in this chapter. All board officers must 
be elected members of the board. However, the office of 
board treasurer and board secretary may be held by the same 
person and need not be elected members of the board. 

(2) The board may designate as many operating officers 
as it deems necessary for conducting the business of the 
credit union, including, but not limited to, a principal operat- 
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ing officer. Individuals serving as operating officers may also 
serve as board officers in accordance with subsection (1) of 
this section and subject to RCW 31.12.235(4). [1997 c 397 § 
18; 1994 c 256 § 80; 1987 c 338 § 4; 1984 c 31 § 28.] 


Findings—Construction—1994 ¢ 256: See RCW 43.320.007. 


31.12.267 Officials—Fiduciary duty—Information 
relied on—Definition. (1) Officials owe a fiduciary duty to 
the credit union, and must discharge the duties of their posi- 
tions: 

(a) In good faith; 

(b) With the care an ordinarily prudent person in a like 
position would exercise under similar circumstances; and 

(c) In a manner the official reasonably believes to be in 
the best interests of the credit union. 

(2) In discharging the duties of an official, the official is 
entitled to rely on information, opinions, reports, or state- 
ments, including financial statements and other financial 
data, if prepared or presented by: 

(a) One or more officers or employees of the credit union 
whom the official reasonably believes to be reliable and com- 
petent in the matters presented; 

(b) Legal counsel, public accountants, or other persons 
as to matters the official reasonably believes are within the 
person's professional or expert competence; or 

(c) A committee of the board of directors or supervisory 
committee of which the official is not a member if the official 
reasonably believes the committee merits confidence. 

(3) An official is not acting in good faith if the official 
has knowledge concerning the matter in question that makes 
reliance otherwise permitted by subsection (2) of this section 
unwarranted. 

(4) An official is not liable for any action taken as a 
director, or any failure to take any action, if the director per- 
formed the duties of the director's office in compliance with 
this section. 

(5) As used in this section, "official" means a director, 
board officer, supervisory committee member, or senior 
operating officer of the credit union. [2017 c 61 § 6; 2010 c 
87 § 3; 2001 c 83 § 9; 1997 c 397 § 19.] 


31.12.269 Directors and committee members—Lim- 
itations on personal liability—Exceptions. (1) Directors 
and committee members at a credit union or federal credit 
union have no personal liability for harm caused by acts or 
omissions performed on behalf of the credit union if: The 
director or committee member was acting within the scope of 
his or her duties at the time of the act or omission; the harm 
was not caused by an act in violation of RCW 31.12.267; the 
harm was not caused by willful or criminal misconduct, gross 
negligence, reckless misconduct, or a conscious, flagrant 
indifference to the rights or safety of the individual harmed; 
and the harm was not caused by the director or committee 
member's operation of a motor vehicle, vessel, aircraft, or 
other vehicle for which the state requires the operator or the 
owner of the vehicle, craft, or vessel to either possess an 
operator's license or maintain insurance. 

(2) This section does not affect a director's or committee 
member's liability to the credit union or to a governmental 
entity for harm to the credit union or governmental entity 
caused by the director or committee member. 


[Title 31 RCW—page 30] 


Title 31 RCW: Miscellaneous Loan Agencies 


(3) This section does not affect the vicarious liability of 
the credit union with respect to harm caused to any person, 
including harm caused by the negligence of a director or 
committee member. 

(4) This section does not affect the liability of employees 
of the credit union for acts or omissions done within the 
scope of their employment. [2001 c 120 § 1.] 


31.12.285 Suspension of members of board or super- 
visory committee by board—For cause. The board may, 
for cause, suspend a member of the board or a member of the 
supervisory committee until a special membership meeting, 
called for that purpose, is held under RCW 31.12.195. The 
membership meeting must be held within ninety days after 
the suspension. The members attending the meeting shall 
vote whether to remove a suspended party. For purposes of 
this section, "cause" includes demonstrated financial irre- 
sponsibility, a breach of fiduciary duty to the credit union, or 
activities which, in the judgment of the board, threaten the 
safety and soundness of the credit union. [2015 c 114 § 4; 
2013 c 34 § 5; 1997 c 397 § 21; 1984 c 31 § 30.] 


31.12.326 Supervisory committee—Membership— 
Terms—Vacancies—Operating officers and employees 
may not serve—Audit committee alternative. (1) A super- 
visory committee of at least three members must be elected at 
the annual membership meeting of the credit union. Members 
of the supervisory committee shall serve a term of three 
years, unless sooner removed under this chapter or until their 
successors are qualified and elected or appointed. The mem- 
bers of the supervisory committee shall be divided into 
classes so that as equal a number as is possible is elected each 
year. 

(2) At least one supervisory committee member may 
attend each regular meeting of the board. However, supervi- 
sory committee members may be excluded from executive 
sessions of board meetings. 

(3)(a) If a supervisory committee member is absent from 
more than one-third of the committee meetings in any 
twelve-month period in a term without being reasonably 
excused by the committee, the member shall no longer serve 
as a member of the committee for the period remaining in the 
term. 

(b) The supervisory committee shall promptly notify the 
member that he or she shall no longer serve as a committee 
member. Failure to provide notice does not affect the termi- 
nation of the member's service under (a) of this subsection. 

(4) A supervisory committee member must be a natural 
person and a member of the credit union. If a member of the 
supervisory committee ceases to be a member of the credit 
union, the member shall no longer serve as a committee 
member. The chairperson of the supervisory committee may 
not serve as a board officer. 

(5) Except as provided in subsection (6) of this section, 
any vacancy on the committee must be filled by an interim 
member appointed by the committee, unless the interim 
member would serve a term of fewer than ninety days. 
Interim members appointed to fill vacancies created by 
expansion of the committee will serve until the next annual 
meeting of members. Other interim members may serve out 
the unexpired term of the former member, unless provided 
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otherwise by the credit union's bylaws. However, if all posi- 
tions on the committee are vacant at the same time, the board 
may appoint interim members to serve until the next annual 
membership meeting. 

(6) In the case of a merger between two credit unions 
pursuant to RCW 31.12.461, a supervisory committee mem- 
ber of the merging credit union may continue to serve as a 
supervisory committee member of the continuing credit 
union for a period not to exceed the equivalent of the duration 
of his or her unexpired term on the supervisory committee of 
the merging credit union, provided that the approved plan of 
merger or other agreement approved by the director provides 
for such service on the continuing credit union's supervisory 
committee with a corresponding expansion in the size of the 
continuing credit union's supervisory committee. 

(7) No operating officer or employee of a credit union 
may serve on the credit union's supervisory committee. No 
more than one director may be a member of the supervisory 
committee at the same time, unless provided otherwise by the 
credit union's bylaws. No member of the supervisory com- 
mittee may serve on the credit committee or investment com- 
mittee of the credit union while serving on the supervisory 
committee. 

(8) A credit union may establish an audit committee in 
lieu of a supervisory committee. An audit committee and its 
members possess the same duties and powers, and are subject 
to the same limitations as a supervisory committee and its 
members pursuant to this chapter. [2017 c 61 § 7; 2015 c 114 
§ 5; 2001 c 83 § 10; 1997 c 397 § 22; 1984 c 31 § 34.] 


31.12.335 Supervisory committee—Duties. (1) The 
supervisory committee of a credit union shall: 

(a) Keep informed as to the financial condition of the 
credit union and the decisions of the credit union's board; 

(b) Perform or arrange for a complete annual audit of the 
credit union and a verification of its members' accounts and 
provide any related findings and recommendations to the 
board; 

(c) Provide an annual report to members at each annual 
membership meeting; 

(d) Perform or arrange for additional audits as requested 
by the board or management or as deemed necessary by the 
supervisory committee and provide any related findings and 
recommendations to management or the board as deemed 
appropriate by the supervisory committee; 

(e) Monitor the implementation of management 
responses to material adverse findings in audits and regula- 
tory examinations; 

(f) Implement a process for the supervisory committee to 
receive and respond to whistleblower complaints; and 

(g) Perform any additional duties as specified by the 
board or in the credit union's bylaws. 

(2) The supervisory committee may in its sole discretion 
retain, at the credit union's expense, independent counsel or 
other professional advisors or consultants as necessary to per- 
form the duties under this section. [2017 c 61 § 8; 2001 c 83 
§ 11; 1997 c 397 § 23. Prior: 1994 c 256 § 82; 1994 c 92 § 
192; 1984 c 31 § 35.] 


Findings—C onstruction—1994 ¢ 256: See RCW 43.320.007. 
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31.12.345 Suspension of members of a committee or 
members of the board by supervisory committee—For 
cause. (1) The supervisory committee may, by unanimous 
vote, for cause, suspend a member of the board, until a spe- 
cial membership meeting called for that purpose is held in 
accordance with the requirements of RCW 31.12.195. The 
membership meeting must be held within ninety days after 
the suspension. The members participating in that meeting 
shall vote whether to remove the suspended person or per- 
sons. 

(2) For purposes of this section, "cause" includes demon- 
strated financial irresponsibility, a breach of fiduciary duty to 
the credit union, or activities which, in the judgment of the 
supervisory committee, threaten the safety and soundness of 
the credit union. [2015 c 114 § 6; 1997 c 397 § 24; 1984 31 
§ 36.] 


31.12.365 Directors and supervisory committee 
members—Compensation—Reimbursement—Rules. (1) 
A credit union may pay to its directors and supervisory com- 
mittee members reasonable compensation for their service as 
directors and supervisory committee members. Irrespective 
of whether it pays compensation to its directors or supervi- 
sory committee members, a credit union may provide to its 
directors and supervisory committee members: 

(a) Gifts of minimal value; 

(b) Insurance coverage or incidental services, available 
to employees generally; and 

(c) Reimbursement for reasonable expenses incurred on 
behalf of themselves and their spouses in the performance of 
the directors' and supervisory committee members' duties. 

(2) The director may adopt rules to interpret this section. 
[2015 c 123 § 2; 2013 c 34 § 6; 2001 c 83 § 12; 1997 c 397 § 
25; 1984 c 31 § 38.] 


31.12.367 Risk—Bond coverage—Notice to direc- 
tor—Timing. (1) Each credit union must be adequately 
insured against risk. In addition, each director, officer, com- 
mittee member, and employee of a credit union must be ade- 
quately bonded. 

(2) When a credit union receives notice that its fidelity 
bond coverage will be suspended or terminated, the credit 
union shall notify the director in writing not less than thirty- 
five days prior to the effective date of the suspension or ter- 
mination. [2015 c 114 § 7; 2001 c 83 § 13; 1997 c 397 § 26; 
1994 c 92 § 191; 1984 c 31 § 32. Formerly RCW 31.12.306.] 


31.12.372 Director may suspend any person, rea- 
son—Notice—Injunctions. (1) The director may issue and 
serve written notice of charges under RCW 31.12.575 to sus- 
pend a person from further participation in any manner in the 
conduct of the affairs of a credit union if the director deter- 
mines that such an action is necessary for the protection of 
the credit union or the interests of the credit union's members. 

(2) Any suspension notice issued by the director is effec- 
tive upon service and, unless the superior court of the county 
in which the primary place of business of the credit union is 
located issues a stay of the notice, remains in effect and 
enforceable until: 

(a) The director dismisses the charges contained in the 
notice served on the person; or 
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(b) The effective date of a final order for removal of the 
person pursuant to administrative proceedings under RCW 
31.12.625. 

(3) With the suspension notice, the director shall serve a 
notice of intent to remove or prohibit under RCW 31.12.575. 

(4) Within ten days after the person has been served with 
the suspension notice, the person may apply to the superior 
court of the county in which the primary place of business of 
the credit union is located for an injunction setting aside, lim- 
iting, or holding in abeyance the suspension notice pending 
the completion of the administrative proceedings under the 
notice issued under subsection (3) of this section. 

(5) In the case of a violation or threatened violation of a 
suspension notice, the director may apply to the superior 
court of the county in which the primary place of business of 
the credit union is located for an injunction to enforce the 
notice, and the court shall issue an injunction if it determines 
that there has been a violation or threatened violation. 

(6) For the purposes of this section, the principal place of 
business of a foreign or out-of-state credit union is Thurston 
county. [2015 c 114 § 8; 2010 c 87 § 17.] 


MEMBERSHIP 


31.12.382 Limitation on membership. (1) Member- 
ship in a credit union shall be limited to groups having a com- 
mon bond of occupation or association, or to groups within a 
well-defined neighborhood, community, or rural district. The 
director may adopt rules: (a) Reasonably defining "common 
bond"; and (b) setting forth standards for the approval of 
charters. 

(2) The director may approve the inclusion within the 
field of membership of a credit union a group having a sepa- 
rate common bond if the director determines that the group is 
not of sufficient size or resources to support a viable credit 
union of its own. [1994 c 92 § 178; 1984 c 31 § 6. Formerly 
RCW 31.12.045.] 


31.12.384 Membership. (1) A credit union may admit 
to membership those persons qualified for membership as set 
forth in its bylaws. 

(2) An organization whose membership, ownership, or 
employees are comprised principally of persons who are eli- 
gible for membership in the credit union may become a mem- 
ber of the credit union. [1997 c 397 § 27; 1984 c 31 § 16. For- 
merly RCW 31.12.145.] 


31.12.386 Voting rights—Methods—Proxy—Under 
eighteen years of age. (1) No member may have more than 
one vote. A natural person may not hold more than one mem- 
bership in a credit union on behalf of himself or herself. An 
organization having membership in a credit union may cast 
one vote through a natural person agent duly authorized in 
writing. 

(2) Members may vote, as prescribed in the credit 
union's bylaws, by mail ballot, absentee ballot, or other 
method. However, no member may vote by proxy. 

(3) A member who is not at least eighteen years of age is 
not eligible to vote as a member unless otherwise provided in 
the credit union's bylaws. [2017 c 61 § 9; 1997 c 397 § 28; 
1994 c 256 § 76; 1984 c 31 § 17. Formerly RCW 31.12.155.] 
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Findings—Construction—1994 c 256: See RCW 43.320.007. 


31.12.388 Expulsion of member—Challenge—Share 
and deposit accounts. (1) Members expelled from the credit 
union will be notified of the expulsion and the reasons upon 
which it is based. The credit union will, upon request of the 
expelled member, allow the member to challenge the expul- 
sion and seek reinstatement as a member. 

(2) The amounts in an expelled member's share and 
deposit accounts must be promptly paid to the person follow- 
ing expulsion, and after deducting amounts due from the 
member(s) to the credit union, including, but not limited to, 
any applicable penalties for early withdrawal. Expulsion will 
not operate to relieve the person from outstanding liabilities 
owed to the credit union. [1997 c 397 § 29; 1984 c 31 § 31. 
Formerly RCW 31.12.295.] 


POWERS OF CREDIT UNIONS 


31.12.402 Powers. A credit union may: 

(1) Issue shares to and receive deposits from its members 
in accordance with RCW 31.12.416; 

(2) Make loans to its members in accordance with RCW 
31.12.426 and 31.12.428; 

(3) Pay dividends and interest to its members in accor- 
dance with RCW 31.12.418; 

(4) Impose reasonable charges for the services it pro- 
vides to its members; 

(5) Impose financing charges and reasonable late 
charges in the event of default on loans, subject to applicable 
law, and recover reasonable costs and expenses, including, 
but not limited to, collection costs, and reasonable attorneys' 
fees incurred both before and after judgment, incurred in the 
collection of sums due, if provided for in the note or agree- 
ment signed by the borrower; 

(6) Acquire, lease, hold, assign, pledge, sell, or otherwise 
dispose of interests in personal property and in real property 
in accordance with RCW 31.12.438; 

(7) Deposit and invest funds in accordance with RCW 
31.12.436; 

(8) Borrow money, up to a maximum of fifty percent of 
its total shares, deposits, and net worth; 

(9) Discount or sell any of its assets, or purchase any or 
all of the assets of another credit union, out-of-state credit 
union, or federal credit union. However, a credit union may 
not discount or sell all, or substantially all, of its assets with- 
out the approval of the director; 

(10) Accept deposits of deferred compensation of its 
members; 

(11) Act as fiscal agent for and receive payments on 
shares and deposits from the federal government or this state, 
and any agency or political subdivision thereof; 

(12) Engage in activities and programs as requested by 
the federal government, this state, and any agency or political 
subdivision thereof, when the activities or programs are not 
inconsistent with this chapter; 

(13) Hold membership in credit unions, out-of-state 
credit unions, or federal credit unions and in organizations 
controlled by or fostering the interests of credit unions, 
including, but not limited to, a central liquidity facility orga- 
nized under state or federal law; 
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(14) Pay additional dividends and interest to members, 
or an interest rate refund to borrowers; 

(15) Enter into lease agreements, lease contracts, and 
lease-purchase agreements with members; 

(16) Act as insurance agent or broker for the sale to 
members of: 

(a) Group life, accident, health, and credit life and dis- 
ability insurance; and 

(b) Other insurance that other types of Washington state- 
chartered financial institutions are permitted to sell, on the 
same terms and conditions that these institutions are permit- 
ted to sell such insurance; 

(17) Impose a reasonable service charge for the adminis- 
tration and processing of accounts that remain dormant for a 
period of time specified by the credit union; 

(18) Establish and operate on-premises or off-premises 
electronic facilities; 

(19) Enter into formal or informal agreements with 
another credit union for the purpose of fostering the develop- 
ment of the other credit union; 

(20) Work with community leaders to develop and prior- 
itize efforts to improve the areas where their members reside 
by making investments in the community through contribu- 
tions to organizations that primarily serve either a charitable, 
social, welfare, or educational purpose, or are exempt from 
taxation pursuant to section 501(c)(3) of the internal revenue 
code; 

(21) Limit the personal liability of its directors in accor- 
dance with provisions of its articles of incorporation that con- 
form with RCW 23B.08.320; 

(22) Indemnify its directors, supervisory committee 
members, officers, employees, and others in accordance with 
provisions of its articles of incorporation or bylaws that con- 
form with RCW 23B.08.500 through 23B.08.600; 

(23) Conduct a promotional contest of chance as autho- 
rized in RCW 9.46.0356(1)(b), as long as the conditions of 
RCW 9.46.0356(5) and *30.22.260 are complied with to the 
satisfaction of the director; and 

(24) Exercise such incidental powers as are necessary or 
convenient to enable it to conduct the business of a credit 
union. [2011 c 303 § 6; 2001 c 83 § 14; 1997 c 397 § 30. 
Prior: 1994 c 256 § 74; 1994 c 92 § 186; 1990 c 33 § 564; 
1984 c 31 § 14. Formerly RCW 31.12.125.] 

*Reviser's note: RCW 30.22.260 was recodified as RCW 30A.22.260 
pursuant to 2014 c 37 § 4, effective January 5, 2015. 

Findings—Intent—2011 c 303: See note following RCW 9.46.0356. 

Findings—C onstruction—1994 ¢ 256: See RCW 43.320.007. 


Purpose—Statutory references—Severability—1990 c 33: See RCW 
28A.900.100 through 28A.900.102. 


31.12.404 Additional powers—Powers conferred on 
federal credit union—Authority of director. (1) Notwith- 
standing any other provision of law, and in addition to all 
powers and authorities, express or implied, that a credit union 
has under the laws of this state, a credit union has the powers 
and authorities that a federal credit union had on December 
31, 1993, or a subsequent date not later than July 23, 2017. 

(2) Notwithstanding any other provision of law, and in 
addition to the powers and authorities, express or implied, 
that a credit union has under subsection (1) of this section, a 
credit union has the powers and authorities that a federal 
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credit union has, and an out-of-state credit union operating a 
branch in Washington has, subsequent to July 23, 2017, if the 
director finds that the exercise of the power and authority 
serves the convenience and advantage of members of credit 
unions, and maintains the fairness of competition and parity 
between credit unions and federal or out-of-state credit 
unions. However, a credit union: 

(a) Must still comply with RCW 31.12.408; and 

(b) Is not granted the field of membership powers or 
authorities of any out-of-state credit union operating a branch 
in Washington. 

(3) The restrictions, limitations, and requirements appli- 
cable to specific powers or authorities of federal or out-of- 
state credit unions apply to credit unions exercising those 
powers or authorities permitted under this section but only 
insofar as the restrictions, limitations, and requirements relate 
to the specific exercise of the powers or authorities granted 
credit unions solely under this section. 

(4) As used in this section, "powers and authorities" 
include, but are not limited to, powers and authorities in cor- 
porate governance matters. [2017 c 61 § 10; 2015 c 114 § 9; 
2001 c 83 § 15; 1997 c 397 § 31. Prior: 1994 c 256 § 75; 1994 
c 92 § 187; 1987 c 338 § 1; 1984 c 31 § 15. Formerly RCW 
31.12.136.] 

Findings—Construction—1994 c 256: See RCW 43.320.007. 


31.12.408 Insurance required after December 31, 
1998—Federal share insurance program or an equivalent 
share insurance program—Director's findings. (1) After 
December 31, 1998, credit unions must be insured under the 
federal share insurance program or an equivalent share insur- 
ance program as defined in this section. For the purposes of 
this section an equivalent share insurance program is a pro- 
gram that: (a) Holds reserves proportionately equal to the 
federal share insurance program; (b) maintains adequate 
reserves and access to additional sources of funds through 
replenishment features, reinsurance, or other sources of 
funds; and (c) has share insurance contracts that reflect a 
national geographic diversity. 

(2) Before any credit union may insure its share deposits 
with a share insurance program other than the federal share 
insurance program, the director must make a finding that the 
alternative share insurance program meets the standards set 
forth in this section, following a public hearing and a report 
on the basis for such finding to the appropriate standing com- 
mittees of the legislature. All such findings shall be made 
before December 1st of any year and shall not take effect 
until the end of the regular legislative session of the following 
year. 

(3) Any alternative share insurance program approved 
under this section shall be reviewed annually by the director 
to determine whether the program currently meets the stan- 
dards in this section. The director shall prepare a written 
report of his or her findings including supporting analysis and 
forward the report to the appropriate standing committees of 
the legislature. If the director finds that the alternative share 
insurance program does not currently meet the standards of 
this section the director shall notify all credit unions that 
insure their shares under the alternative share insurance pro- 
gram, and shall include notice of a public hearing for the pur- 
pose of receiving comment on the director's finding. Follow- 
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ing the hearing the director may either rescind his or her find- 
ing or reaffirm the finding that the alternative share insurance 
program does not meet the standards in this section. If the 
finding is reaffirmed, the director shall order all credit unions 
whose shares are insured with the alternative share insurance 
program to file, immediately, an application with the national 
credit union administration to convert to the federal share 
insurance program. [1996 c 5 § 6; (1998 c 122 § 6 expired 
July 1, 2001). Formerly RCW 31.12.039.] 

Findings—Intent—1996 c 5: "The legislature finds that since its cre- 
ation in 1975 the Washington credit union share guaranty association has 
provided security to member share accounts and other valuable services to 
members. 

The legislature further finds that although during that period thirty mem- 
ber credit unions have been required to liquidate or merge with other mem- 
bers with the assistance of the association, no depositor has experienced any 
loss. 

The legislature further finds that the changing financial services envi- 
ronment, and ever-increasing competitive pressures have caused the associ- 
ation to review its operation and capacity with the result that the membership 
has recommended an orderly dissolution, and now seeks the adoption of 
standards and procedures by the legislature that will direct and ensure an 
orderly transition to federal share insurance. 

Therefore, it is the intent of the legislature to effectuate a fair and orderly 
transition of association members to federal share insurance, and provide the 
highest available level of safety for share accounts in keeping with deposi- 
tors' expectations." [1996 c 5 § 1.] 


Additional notes found at www.leg.wa.gov 


31.12.413 Low-income credit unions—Director's 
approval required—Powers—Rules. (1) A credit union 
may apply in writing to the director for designation as a low- 
income credit union. To qualify for approval of this designa- 
tion, the credit union must provide evidence satisfactory to 
the director that at least fifty percent of a substantial and well- 
defined segment of the credit union's members or potential 
primary members are low-income members. 

(2) Among other powers and authorities, a low-income 
credit union may: 

(a) Issue secondary capital accounts approved in 
advance by the director upon application of the credit union; 
and 

(b) Accept and maintain shares and deposits from non- 
members. 

(3) The director may adopt rules for the organization and 
operation of low-income credit unions including, but not lim- 
ited to, rules concerning secondary capital accounts and 
requiring disclosures to the purchasers of the accounts. [2017 
c 61 § 11; 2015 c 114 § 10; 2001 c 83 § 16.] 


MEMBERS' ACCOUNTS 


31.12.416 Shares and deposits governed by chapter 
30.22 RCW—Limitation on shares and deposits—Notice 
of withdrawal—Lien rights. (1) Shares held and deposits 
made in a credit union by a natural person are governed by 
*chapter 30.22 RCW. 

(2) A credit union may require ninety days notice of a 
member's intention to withdraw shares or deposits. The 
notice requirement may be extended with the written consent 
of the director. 

(3) A credit union will have a lien on all shares and 
deposits, including, but not limited to, dividends, interest, 
and any other earnings and accumulations thereon, of any 
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share account holder or depositor, to the extent of any obliga- 
tion owed to the credit union by the share account holder or 
depositor. [1997 c 397 § 32. Prior: 1994 c 256 § 83; 1994 c 
92 § 194; 1984 c 31 § 40. Formerly RCW 31.12.385.] 
*Reviser's note: Chapter 30.22 RCW was recodified as chapter 30A.22 
RCW pursuant to 2014 c 37 § 4, effective January 5, 2015. 
Findings—Construction—1994 c 256: See RCW 43.320.007. 


31.12.418 Dividends. Dividends may be paid from cur- 
rent undivided earnings which remain after deduction of 
expenses and the amounts required for reserves, or from the 
undivided earnings that remain from preceding periods. 
[2015 c 123 § 3; 1997 c 397 § 33; 1984 c 31 § 50. Formerly 
RCW 31.12.485.] 


LOANS TO MEMBERS 


31.12.426 Loans—Secured or unsecured loans. (1) A 
credit union may make secured and unsecured loans to its 
members under policies established by the board, subject to 
the loans to one borrower limits provided for in RCW 
31.12.428. Each loan must be evidenced by records adequate 
to support enforcement or collection of the loan and any 
review of the loan by the director. Loans must be in compli- 
ance with rules adopted by the director. 

(2) Loans to directors, supervisory committee members, 
and credit committee members may not be made under more 
favorable terms and conditions than those made to members 
generally. 

(3) A credit union may obligate itself to purchase loans 
in accordance with RCW 31.12.436(1)(a), if the credit 
union's underwriting policies would have permitted it to orig- 
inate the loans. [2013 c 34 § 7; 2001 c 83 § 17; 1997 c 397 § 
34. Prior: 1994 c 256 § 84; 1994 c 92 § 195; 1987 c 338 § 6; 
1984 c 31 § 42. Formerly RCW 31.12.406.] 

Findings—Construction—1994 c 256: See RCW 43.320.007. 


31.12.428 Limit on loan amount. (1) No loan may be 
made to any borrower if the loan would cause the borrower to 
be indebted to the credit union on all types of loans in an 
aggregated amount exceeding ten thousand dollars or twenty- 
five percent of the capital of the credit union, whichever is 
greater, without the approval of the director. 

(2) The director by rule may establish separate limits on 
business loans to one borrower. [2001 c 83 § 18; 1997 c 397 
§ 35; 1994 c 256 § 92. Formerly RCW 31.12.317.] 

Findings—Construction—1994 c 256: See RCW 43.320.007. 


Additional notes found at www.leg.wa.gov 


INVESTMENTS 


31.12.436 Investment of funds—When investment 
later becomes impermissible. (1) A credit union may invest 
its funds in any of the following, as long as the investments 
are deemed prudent by the board: 

(a) Loans held by credit unions, out-of-state credit 
unions, or federal credit unions; loans to members held by 
other lenders; and loans to nonmembers held by other lend- 
ers, with the approval of the director; 

(b) Bonds, securities, or other investments that are fully 
guaranteed as to principal and interest by the United States 
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government, and general obligations of this state and its polit- 
ical subdivisions; 

(c) Obligations issued by corporations designated under 
31 U.S.C. Sec. 9101, or obligations, participations or other 
instruments issued and guaranteed by the federal national 
mortgage association, federal home loan mortgage corpora- 
tion, government national mortgage association, or other 
government-sponsored enterprise; 

(d) Participations or obligations which have been sub- 
jected by one or more government agencies to a trust or trusts 
for which an executive department, agency, or instrumental- 
ity of the United States has been named to act as trustee; 

(e) Share or deposit accounts of other financial institu- 
tions, the accounts of which are federally insured or insured 
or guaranteed by another insurer or guarantor approved by 
the director. The shares and deposits made by a credit union 
under this subsection (1)(e) may exceed the insurance or 
guarantee limits established by the organization insuring or 
guaranteeing the institution into which the shares or deposits 
are made; 

(f) Common trust or mutual funds whose investment 
portfolios consist of securities issued or guaranteed by the 
federal government or an agency of the government; 

(g) Up to five percent of the capital of the credit union, in 
debt or equity issued by an organization owned by the North- 
west credit union association or its successor credit union 
association; 

(h) Shares, stocks, loans, or other obligations of organi- 
zations whose primary purpose is to strengthen, advance, or 
provide services to the credit union industry or credit union 
members. A credit union may invest in or make loans to orga- 
nizations under this subsection (1)(h) in an aggregate amount 
not to exceed five percent of its assets. This limit does not 
apply to investments in, and loans to, an organization: 

(i) That is wholly owned by one or more credit unions or 
federal or out-of-state credit unions; and 

(ii) Whose activities are limited exclusively to those 
authorized by this chapter for a credit union; 

(i) Loans to credit unions, out-of-state credit unions, or 
federal credit unions. However, the aggregate of loans issued 
under this subsection (1)(1) is limited to twenty-five percent 
of the total shares and deposits of the credit union making the 
loans; 

(j) Key person insurance policies and investment prod- 
ucts related to employee benefits, the proceeds of which inure 
exclusively to the benefit of the credit union; 

(k) A registered investment company or collective 
investment fund, as long as the prospectus of the company or 
fund restricts the investment portfolio to investments and 
investment transactions that are permissible for credit unions; 
or 

(1) Other investments approved by the director upon 
written application. 

(2) Ifa credit union has lawfully made an investment that 
later becomes impermissible because of a change in circum- 
stances or law, and the director finds that this investment will 
have an adverse effect on the safety and soundness of the 
credit union, then the director may require that the credit 
union develop a reasonable plan for the divestiture of the 
investment. [2017 c 61 § 12. Prior: 2015 c 123 § 4; 2015 c 
114 § 11; 2013 c 34 § 8; 2001 c 83 § 19; 1997 c 397 § 36; 
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prior: 1994 c 256 § 86; 1994 c 92 § 197; 1987 c 338 § 7; 1984 
c 31 § 44. Formerly RCW 31.12.425.] 


Findings—Construction—1994 c 256: See RCW 43.320.007. 


31.12.438 Investment in real property or leasehold 
interests—Limitations—Future expansion—Rules. (1) A 
credit union may invest in real property or leasehold interests 
primarily for its own use or the use of a credit union service 
organization in conducting business, including, but not lim- 
ited to, structures and fixtures attached to real property, sub- 
ject to the following limitations: 

(a) The credit union's net worth equals at least five per- 
cent of the total of its share and deposit accounts; 

(b) The board approves the investment; and 

(c) The aggregate of all such investments does not 
exceed seven and one-half percent of the total of its share and 
deposit accounts. 

(2) If the real property or leasehold interest is acquired 
for future expansion, the credit union must partially occupy 
the premises within three years after the credit union makes 
the investment, if the premises are improved at the time of 
acquisition, or within six years after the credit union makes 
the investment, if the premises are unimproved at the time of 
acquisition. 

(3) The director may, upon written application, waive 
any of the limitations listed in subsection (1) or (2) of this 
section, and the director may adopt rules to interpret this sec- 
tion. [2013 c 34 § 9; 2001 c 83 § 20; 1997 c 397 § 37. Prior: 
1994 c 256 § 87; 1994 c 92 § 198; 1984 c 31 § 45. Formerly 
RCW 31.12.435.] 


Findings—Construction—1994 c 256: See RCW 43.320.007. 


MERGERS, CONVERSIONS, AND VOLUNTARY LIQ- 
UIDATIONS 


31.12.461 Mergers. (1) For purposes of this section, a 
"merging credit union" is a credit union whose charter ceases 
to exist upon merger with the continuing credit union, and a 
"continuing credit union" is a credit union whose charter con- 
tinues upon merger with the merging credit union. 

(2) A credit union may be merged with another credit 
union with the approval by the director of a plan of merger or 
in accordance with requirements the director may otherwise 
prescribe. The merger must be approved by a majority vote of 
the board of each credit union and a majority vote of those 
members of the merging credit union voting on the merger at 
a membership meeting. The requirement of approval by the 
members of the merging credit union may be waived by the 
director if the merging credit union is in imminent danger of 
insolvency. 

(3) The property, rights, and interests of the merging 
credit union transfer to and vest in the continuing credit union 
without deed, endorsement, or instrument of transfer, 
although instruments of transfer may be used if their use is 
deemed appropriate. The debts and obligations of the merg- 
ing credit union that are known or reasonably should be 
known are assumed by the continuing credit union. 

(4) The continuing credit union shall cause to be pub- 
lished notice of merger once a week for three consecutive 
weeks in a newspaper of general circulation in the county in 
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which the principal place of business of the merging credit 
union is located. 

(5) The notice of merger must also inform creditors of 
the merging credit union how to make a claim on the continu- 
ing credit union, and that if a claim is not made upon the con- 
tinuing credit union within thirty days of the last date of pub- 
lication, creditors' claims that are not known by the continu- 
ing credit union are thereafter barred. 

(6) Except for claims filed as requested by the notice, or 
debts or obligations that are known or reasonably should be 
known by the continuing credit union, the debts and obliga- 
tions of the merging credit union are discharged. 

(7) Upon merger, the charter of the merging credit union 
ceases to exist. 

(8) Mergers are effective after the thirty-day notice 
period to creditors and all regulatory waiting periods have 
expired, and upon filing of the credit union's articles of 
merger by the secretary of state, or a later date stated in the 
articles, which in no event may be later than ninety days after 
the articles are filed. [2015 c 114 § 12; 2014 c 8 § 1; 2013 c 
34 § 10; 2001 c 83 § 21; 1997 c 397 § 40. Prior: 1994 c 256 § 
91; 1994 c 92 § 220; 1987 c 338 § 8; 1984 31 § 71. Formerly 
RCW 31.12.695.] 

Findings—Construction—1994 ¢ 256: See RCW 43.320.007. 


31.12.464 Merger or conversion of state into federal, 
out-of-state, or foreign credit union, or other type of 
financial institution. (1) A credit union may merge or con- 
vert into a federal credit union as authorized by the federal 
credit union act. The merger or conversion must be approved 
by a majority vote of those credit union members voting at a 
membership meeting, unless the credit union prescribes in its 
bylaws a higher percentage approval vote than a simple 
majority. 

(2) If the merger or conversion is approved by the mem- 
bers, a copy of the resolution certified by the secretary must 
be filed with the director within ten days of approval. The 
board may effect the merger or conversion upon terms agreed 
by the board and the federal regulator. 

(3) A certified copy of the federal credit union charter or 
authorization issued by the federal regulator must be filed 
with the director and thereupon the credit union ceases to 
exist except for the purpose of winding up its affairs and 
prosecuting or defending any litigation by or against the 
credit union. For all other purposes, the credit union is 
merged or converted into a federal credit union and the credit 
union may execute, acknowledge, and deliver to the succes- 
sor federal credit union the instruments of transfer, convey- 
ance, and assignment that are necessary or desirable to com- 
plete the merger or conversion, and the property, tangible or 
intangible, and all rights, titles, and interests that are agreed 
to by the board and the federal regulator. 

(4) Mergers and conversions are effective after all appli- 
cable regulatory waiting periods have expired and upon filing 
of the credit union's articles of merger or articles of conver- 
sion, as appropriate, by the secretary of state, or a later date 
stated in the articles, which in no event may be later than 
ninety days after the articles are filed. 

(5) Procedures, similar to those contained in subsections 
(1) through (4) of this section, prescribed by the director must 
be followed when a credit union merges or converts into an 
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out-of-state or foreign credit union, or other type of financial 
institution. [2015 c 114 § 13; 2001 c 83 § 22; 1997 c 397 § 
41; 1994 c 92 § 221; 1984 c 31 § 72. Formerly RCW 
31.12.705.] 


31.12.467 Merger or conversion of federal, out-of- 
state, or foreign to state credit union. (1) A federal credit 
union located and conducting business in this state may 
merge or convert into a credit union organized and operating 
under this chapter. 

(2) In the case of a conversion, the board of the federal 
credit union shall file with the director proposed articles of 
incorporation and bylaws, as provided by this chapter for 
organizing a new credit union. If the conversion is approved 
by the director, the federal credit union becomes a credit 
union under the laws of this state. 

(3) The assets and liabilities of the federal credit union 
will vest in and become the property of the successor credit 
union subject to all existing liabilities against the federal 
credit union. Members of the federal credit union may 
become members of the successor credit union. 

(4) Mergers and conversions are effective after all appli- 
cable regulatory waiting periods have expired and upon filing 
of the federal credit union's articles of merger or articles of 
conversion, as appropriate, by the secretary of state, or a later 
date stated in the articles, which in no event may be later than 
ninety days after the articles are filed. 

(5) Procedures, similar to those contained in subsections 
(1) through (4) of this section, prescribed by the director must 
be followed when an out-of-state or foreign credit union 
wishes to merge or convert into a credit union organized and 
operating under this chapter. [2001 c 83 § 23; 1997 c 397 § 
42; 1994 c 92 § 222; 1984 c 31 § 73. Formerly RCW 
31.12.715.] 


31.12.471 Authority of out-of-state or foreign credit 
union to operate in this state—Conditions—Rules. (1) An 
out-of-state or foreign credit union may not operate a branch 
in Washington unless: 

(a) The director has approved its application in accor- 
dance with this section; 

(b) A credit union organized and operating under this 
chapter is permitted to do business in the state or foreign 
jurisdiction in which the credit union is organized; 

(c) The interest rate charged by the credit union on loans 
made to members residing in this state does not exceed the 
maximum interest rate permitted in the state or jurisdiction in 
which the credit union is organized, or exceed the maximum 
interest rate that a credit union organized and operating under 
this chapter is permitted to charge on similar loans, which- 
ever is lower; 

(d) The credit union has secured surety bond and fidelity 
bond coverages satisfactory to the director; 

(e) The credit union's share and deposit accounts are 
insured under the federal share insurance program or an 
equivalent share insurance program in compliance with RCW 
31.12.408; 

(f) The credit union submits to the director an annual 
examination report of its most recently completed fiscal year; 
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(g) The credit union has not had its authority to do busi- 
ness in another state or foreign jurisdiction suspended or 
revoked; 

(h) The credit union complies with: 

(i) The provisions concerning field of membership in this 
chapter and rules adopted by the director; and 

(ii) Such other provisions of this chapter and rules 
adopted by the director, as determined by the director; and 

(i) In addition, if the credit union is a foreign credit 
union: 

(i) A treaty or agreement between the United States and 
the jurisdiction where the credit union is organized requires 
the director to permit the credit union to operate a branch in 
Washington; and 

(ii) The director determines that the credit union has sub- 
stantially the same characteristics as a credit union organized 
and operating under this chapter. 

(2) The director shall deny an application filed under this 
section or, upon notice and an opportunity for hearing, sus- 
pend or revoke the approval of an application, if the director 
finds that the standards of organization, operation, and regu- 
lation of the applicant do not reasonably conform with the 
standards under this chapter. In considering the standards of 
organization, operation, and regulation of the applicant, the 
director may consider the laws of the state or foreign jurisdic- 
tion in which the applicant is organized. A decision under this 
subsection may be appealed under chapter 34.05 RCW. 

(3) In implementing this section, the director may coop- 
erate with credit union regulators in other states or jurisdic- 
tions and may share with the regulators the information 
received in the administration of this chapter. 

(4) The director may enter into supervisory agreements 
with out-of-state and foreign credit unions and their regula- 
tors to prescribe the applicable laws governing the powers 
and authorities of Washington branches of the out-of-state or 
foreign credit unions. The director may also enter into super- 
visory agreements with the credit union regulators in other 
states or foreign jurisdictions to prescribe the applicable laws 
governing the powers and authorities of out-of-state or for- 
eign branches and other facilities of credit unions. The agree- 
ments may address, but are not limited to, corporate gover- 
nance and operational matters. The agreements may resolve 
any conflict of laws, and specify the manner in which the 
examination, supervision, and application processes must be 
coordinated with the regulators. 

(5) A person, other than a credit union, out-of-state credit 
union, or foreign credit union, may not hold itself out in this 
state as engaging in the business of a credit union unless it is 
a credit union under this chapter, a federal credit union, an 
out-of-state credit union, or a foreign credit union. 

(6) A person, wherever domiciled and regardless of the 
location or mode of its business, may not designate itself as or 
use the term "credit union" to refer to itself in any communi- 
cation for purpose of conducting credit union business with a 
resident of the state of Washington, unless such person is a 
credit union under this chapter, federal credit union, out-of- 
state credit union, or foreign credit union. 

(7) The director may adopt rules for the periodic exam- 
ination and investigation of the affairs of an out-of-state 
credit union or foreign credit union operating a branch in this 
state. [2015 c 114 § 14; 2001 c 83 § 24; 1997 c 397 § 43. 
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Prior: 1994 c 256 § 88; 1994 c 92 § 205; 1984 c 31 § 54. For- 
merly RCW 31.12.526.] 


Findings—Construction—1994 c 256: See RCW 43.320.007. 


31.12.474 Liquidation—Disposition of unclaimed 
funds. (1) At a special meeting called for the purpose of liq- 
uldation, and upon the recommendation of at least two-thirds 
of the total members of the board of a credit union, the mem- 
bers of a credit union may elect to liquidate the credit union 
by a two-thirds majority vote of those members voting. 

(2) Upon a vote to liquidate under subsection (1) of this 
section, a three-person liquidating committee must be elected 
to liquidate the assets of the credit union. The committee 
shall act in accordance with any requirements of the director 
and may be reasonably compensated by the board of the 
credit union. Each share account holder and depositor at the 
credit union is entitled to his, her, or its proportionate part of 
the assets in liquidation after all shares, deposits, and debts 
have been paid. The proportionate allocation shall be based 
on account balances as of a date determined by the board. For 
the purposes of liquidation, shares and deposits are equiva- 
lent. The assets of the liquidating credit union are not subject 
to contingent liabilities. Upon distribution of the assets, the 
credit union ceases to exist except for the purpose of dis- 
charging existing liabilities and obligations. 

(3) Funds representing unclaimed dividends in liquida- 
tion and remaining in the hands of the liquidating committee 
for six months after the date of the final dividend must be 
deposited, together with all the books and papers of the credit 
union, with the director. The director may, one year after 
receipt, destroy such records, books, and papers as, in the 
director's judgment, are obsolete or unnecessary for future 
reference. The funds may be deposited in one or more finan- 
cial institutions to the credit of the director, in trust for the 
members of the credit union entitled to the funds. The direc- 
tor may pay a portion of the funds to a person upon receipt of 
satisfactory evidence that the person is entitled to the funds. 
In case of doubt or conflicting claims, the director may 
require an order of the superior court of the county in which 
the principal place of business of the credit union was 
located, authorizing and directing the payment of the funds. 
The director may apply the interest earned by the funds 
toward defraying the expenses incurred in the holding and 
paying of the funds. Five years after the receipt of the funds, 
the funds still remaining with the director must be remitted to 
the state as unclaimed property. [2001 c 83 § 25; 1997 c 397 
§ 44; 1994 c 92 § 223; 1984 c 31 § 74. Formerly RCW 
31.12.725.] 


Uniform unclaimed property act: Chapter 63.29 RCW. 


EXAMINATION AND SUPERVISION 


31.12.516 Powers of director. (1) The powers of 
supervision and examination of credit unions and other per- 
sons subject to this chapter and chapter 31.13 RCW are 
vested in the director. 

(2) The director shall require each credit union to con- 
duct business in compliance with this chapter and may 
require each credit union to conduct business in compliance 
with other state and federal laws that apply to credit unions. 
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(3) The director has the power to commence and prose- 
cute actions and proceedings against and enjoin violations of 
this chapter and chapter 31.13 RCW by any person holding 
itself out to be a credit union, federal credit union, out-of- 
state credit union, foreign credit union, or corporate credit 
union. The director may, in connection with such enforce- 
ment of this chapter and chapter 31.13 RCW, collect sums, 
including fines, costs, and reasonable attorneys' fees for 
actions commenced or prosecuted on its behalf. 

(4) Upon a written finding, the director may temporarily 
suspend or restrict withdrawal of deposits in a credit union. 

(5) The director may adopt such rules as are reasonable 
or necessary to carry out the purposes of this chapter and 
chapter 31.13 RCW. 

(6) Chapter 34.05 RCW, whenever applicable, governs 
the rights, remedies, and procedures respecting the adminis- 
tration of this chapter. 

(7) The director may by rule provide appropriate relief 
for small credit unions from requirements under this chapter 
or rules of the director. However, small credit unions must 
still comply with RCW 31.12.408. 

(8) The director shall have the power and broad adminis- 
trative discretion to administer and interpret the provisions of 
this chapter and chapter 31.13 RCW, to facilitate the delivery 
of financial services to the members of a credit union. 

(9) Nonfederally insured credit unions, nonfederally 
insured out-of-state credit unions, and nonfederally insured 
foreign credit unions operating in this state as permitted by 
RCW 31.12.408 and 31.12.471, as applicable, must comply 
with safety and soundness requirements established by the 
director. 

(10) The director may charge fees to credit unions and 
other persons subject to examination and investigation under 
this chapter and chapter 31.13 RCW, and to other parties 
where the division contracts out its services, in order to cover 
the costs of the operation of the division of credit unions, and 
to establish a reasonable reserve for the division. The director 
may waive all or a portion of the fees. [2015 c 114 § 15; 2010 
c 87 § 4; 2001 c 83 § 26; 1997 c 397 § 45; 1994 c 92 § 204; 
1984 c 31 § 53.] 


31.12.518 Powers of director under chapter 19.144 
RCW. The director or the director's designee may take such 
action as provided for in this chapter to enforce, investigate, 
or examine persons covered by chapter 19.144 RCW. [2008 
c 108 § 17.] 


Findings—2008 c 108: See RCW 19.144.005. 


31.12.545 Examinations and investigations—Reports 
—Access to records—Oaths—Subpoenas. (1) The director 
shall make an examination and investigation into the affairs 
of each credit union at least once every eighteen months, 
unless the director determines with respect to a credit union, 
that a less frequent examination schedule will satisfactorily 
protect the financial stability of the credit union and will sat- 
isfactorily assure compliance with the provisions of this 
chapter. 

(2) In regard to credit unions, and out-of-state and for- 
eign credit unions permitted to operate a branch in Washing- 
ton pursuant to RCW 31.12.471, the director: 
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(a) Shall have full access to the credit union's books and 
records and files, including but not limited to computer files; 

(b) May appraise and revalue the credit union's invest- 
ments; and 

(c) May require the credit union to charge off or set up a 
special reserve for loans and investments. 

(3) The director may make an examination and investi- 
gation into the affairs of: 

(a) An out-of-state or foreign credit union permitted to 
operate a branch in Washington pursuant to RCW 31.12.471; 

(b) A nonpublicly held organization, or its subsidiary, in 
which a credit union has a material investment; 

(c) A publicly held organization the capital stock or 
equity of which is controlled by a credit union; 

(d) A credit union service organization, or any tier sub- 
sidiary of a credit union service organization, in which a 
credit union has an interest; 

(e) An organization that is not a credit union, out-of-state 
credit union, federal credit union, or foreign credit union, and 
that has a majority interest in a credit union service organiza- 
tion in which a credit union has an interest; 

(f) A sole proprietorship or organization primarily in the 
business of managing one or more credit unions; 

(g) A person providing electronic data processing ser- 
vices to a credit union or to a credit union service organiza- 
tion; or 

(h) A corporation or other business entity that provides 
alternative share insurance in accordance with RCW 
31.12.408. 

The director shall have full access to the books, records, 
personnel, and files, including but not limited to computer 
files, of persons described in this subsection. 

(4) In connection with examinations and investigations, 
the director may: 

(a) Administer oaths and examine under oath any person 
concerning the affairs of any credit union or of any person 
described in subsection (3) of this section; and 

(b) Issue subpoenas to and require the attendance and 
testimony of any person at any place within this state, and 
require witnesses to produce any books and records and files, 
including but not limited to computer files, that are material 
to an examination or investigation. 

(5) The director may accept in lieu of an examination 
under this section: 

(a) The report of an examiner authorized to examine a 
credit union or an out-of-state, federal, or foreign credit 
union, or other financial institution; or 

(b) The report of an accountant, satisfactory to the direc- 
tor, who has made and submitted a report of the condition of 
the affairs of a credit union or an out-of-state, federal, or for- 
eign credit union, or other financial institution. The director 
may accept all or part of such a report in lieu of all or part of 
an examination. The accepted report or accepted part of the 
report has the same force and effect as an examination under 
this section. [2015 c 114 § 16; 2010 c 87 § 5; 2001 c 83 § 27; 
1997 c 397 § 46; 1994 c 92 § 207; 1984 c 31 § 56.] 


31.12.565 Examination reports and specified other 
information confidential—Exceptions—Penalty. (1) The 
following are confidential and privileged and not subject to 
public disclosure under chapter 42.56 RCW: 
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(a) Examination reports and information obtained by the 
director in conducting examinations and investigations under 
this chapter and chapter 31.13 RCW; 

(b) Examination reports and related information from 
other financial institution regulators obtained by the director; 

(c) Reports or parts of reports accepted in lieu of an 
examination under RCW 31.12.545; and 

(d) Business plans and other proprietary information 
obtained by the director in connection with a credit union's 
application or notice to the director. 

(2) Notwithstanding subsection (1) of this section, the 
director may furnish examination reports[,] work papers, 
final orders, or other information obtained in the conduct of 
an examination or investigation prepared by the director to: 

(a) Federal agencies empowered to examine credit 
unions or other financial institutions; 

(b) Officials empowered to investigate criminal charges. 
The director may furnish only that part of the report which is 
necessary and pertinent to the investigation, and only after 
notifying the affected credit union and members of the credit 
union who are named in that part of the examination report, 
or other person examined, that the report is being furnished to 
the officials, unless the officials requesting the report obtain 
a waiver of the notice requirement for good cause from a 
court of competent jurisdiction; 

(c) The examined credit union or other person examined, 
solely for its confidential use; 

(d) The attorney general in his or her role as legal advisor 
to the director; 

(e) Prospective merger partners or conservators, receiv- 
ers, or liquidating agents of a distressed credit union; 

(f) Credit union regulators in other states or foreign juris- 
dictions regarding an out-of-state or foreign credit union con- 
ducting business in this state under this chapter, or regarding 
a credit union conducting business in the other state or juris- 
diction; 

(g) A person officially connected with the credit union or 
other person examined, as officer, director, supervisory com- 
mittee member, attorney, auditor, accountant, independent 
attorney, independent auditor, or independent accountant; 

(h) Organizations that have bonded the credit union to 
the extent that information is relevant to the renewal of the 
bond coverage or to a claim under the bond coverage; 

(i) Organizations insuring or guaranteeing the shares of, 
or deposits in, the credit union; or 

(j) Other persons as the director may determine neces- 
sary to protect the public interest and confidence. 

(3) Examination reports, work papers, temporary and 
final orders, consent orders, and other information obtained 
in the conduct of an examination or investigation furnished 
under subsection (2) of this section remain the property of the 
director and no person to whom reports are furnished or any 
officer, director, or employee thereof may disclose or make 
public the reports or information contained in the reports 
except in published statistical information that does not dis- 
close the affairs of a person, except that nothing prevents the 
use in a criminal prosecution of reports furnished under sub- 
section (2)(b) of this section. 

(4) In a civil action in which the reports or information 
are sought to be discovered or used as evidence, a party may, 
upon notice to the director, petition the court for an in-camera 
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review of the reports or information. The court may permit 
discovery and introduction of only those portions of the 
report or information which are relevant and otherwise unob- 
tainable by the requesting party. This subsection does not 
apply to an action brought or defended by the director. 

(5) This section does not apply to investigation reports 
prepared by the director concerning an application for a new 
credit union or a notice of intent to establish a branch of a 
credit union, except that the director may adopt rules making 
portions of the reports confidential, if in the director's opinion 
the public disclosure of that portion of the report would 
impair the ability to obtain information the director considers 
necessary to fully evaluate the application. 

(6) Any person who knowingly violates a provision of 
this section is guilty of a gross misdemeanor. [2010 c 87 § 6; 
2005 c 274 § 254; 2001 c 83 § 28; 1997 c 397 § 48. Prior: 
1994 c 256 § 90; 1994 c 92 § 209; 1984 c 31 § 58.] 


Findings—Construction—1994 c 256: See RCW 43.320.007. 


Examination reports and information from financial institutions exempt: 
RCW 42.56.400. 


31.12.567 Reports—Financial and statistical data— 
As required by director. A credit union shall file with the 
director any financial and statistical report that it is required 
to file with the national credit union administration. Each 
report must be certified by the principal operating officer of 
the credit union. In addition, a credit union shall file reports 
as may be required by the director. [2001 c 83 § 29; 1997 c 
397 § 49.] 


31.12.569 Generally accepted accounting principles. 
Credit unions will comply with the provisions of United 
States generally accepted accounting principles as required 
by federal law or rule of the director. In adopting rules to 
implement this section, the director shall consider, among 
other relevant factors, whether to transition small credit 
unions to generally accepted accounting principles over a 
period of time. [2010 c 87 § 7; 2001 c 83 § 30; 1997 c 397 § 
50.] 


Additional notes found at www.leg.wa.gov 


31.12.571 Notice of intent to establish branch— 
Another state or foreign jurisdiction. A credit union desir- 
ing to establish a branch in another state or a foreign jurisdic- 
tion shall submit to the director a notice of intent to establish 
the branch at least thirty days before conducting business at 
the branch. [2001 c 83 § 31; 1997 c 397 § 51; 1994 c 92 § 
190; 1984 c 31 § 23. Formerly RCW 31.12.215.] 


31.12.575 Removal or prohibition orders—Direc- 
tor's authority—Notice. The director may issue and serve a 
credit union director, supervisory committee member, offi- 
cer, or employee with written notice of intent to remove the 
person from office or employment or to prohibit the person 
from participating in the conduct of the affairs of the credit 
union or any other depositary institution, trust company, bank 
holding company, thrift holding company, or financial hold- 
ing company doing business in Washington state in accor- 
dance with RCW 31.12.625 whenever, in the opinion of the 
director: 
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(1)(a) The person has committed a material violation of 
law or an unsafe or unsound practice; or 

(b) The person has committed a violation or practice 
involving personal dishonesty, recklessness, or incompe- 
tence; and 

(2)(a) The credit union has suffered or is likely to suffer 
substantial financial loss or other damage; or 

(b) The interests of the credit union's share account hold- 
ers and depositors could be seriously prejudiced by reason of 
the violation or practice. [2015 c 114 § 17; 2010 c 87 § 8; 
2001 c 83 § 32; 1997 c 397 § 52; 1994 c 92 § 210; 1984 c 31 
§ 59.] 


31.12.580 Contents of notice under RCW 
31.12.575—Hearing—Order. (1) A notice under RCW 
31.12.575 must contain a statement of the facts that constitute 
grounds for removal or prohibition and must fix a time and 
place at which a hearing will be held. If the notice under 
RCW 31.12.575 is accompanied by a notice of suspension 
under RCW 31.12.372, the notice of suspension must refer- 
ence the statement of facts in the notice under RCW 
31.12.575 as the basis for its issuance. 

(2) The hearing must be set not earlier than ten days after 
the date of service of the notice or later than thirty days after 
the date of service of the notice unless an earlier or later date 
is set by the director at the request of the credit union director, 
supervisory committee member, officer, or employee for 
good cause shown or of the attorney general of the state. 

(3) Unless the credit union director, supervisory commit- 
tee member, officer, or employee, after being served with the 
notice, appears at the hearing personally or by a duly autho- 
rized representative, the person is deemed to have consented 
to the issuance of an order of removal or prohibition or both. 
In the event of such consent or if upon the record made at the 
hearing the director finds that any of the grounds specified in 
the notice have been established, the director may issue such 
orders of removal from office or prohibition from participa- 
tion in the conduct of the affairs of the credit union or any 
other depositary institution, trust company, bank holding 
company, thrift holding company, or financial holding com- 
pany doing business in Washington state as the director may 
consider appropriate. 

(4) An order becomes effective at the expiration of ten 
days after service upon the credit union and the credit union 
director, supervisory committee member, officer, or 
employee concerned, except that an order issued upon con- 
sent becomes effective at the time specified in the order. 

(5) An order remains effective except to the extent it is 
stayed, modified, terminated, or set aside by the director or a 
reviewing court. [2015 c 114 § 18.] 


31.12.585 Prohibited acts—Notice—Cease and desist 
order. (1) The director may issue and serve any person reg- 
ulated by this chapter with a written notice of charges and 
intent to issue a cease and desist order if, in the opinion of the 
director, the person has committed or is about to commit: 

(a) A material violation of law; or 

(b) An unsafe or unsound practice. 

(2) Upon taking effect, the order may require the person 
and its directors, supervisory committee members, officers, 
employees, and agents to cease and desist from the violation 
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or practice and may require them to take affirmative action to 
correct the conditions resulting from the violation or practice. 
[2015 c 114 § 19; 2010 c 87 § 9; 2001 c 83 § 33; 1997 c 397 
§ 53; 1994 c 92 § 211; 1984 c 31 § 60.] 


31.12.595 Temporary cease and desist order— 
Notice—Principal place of business—Superior court. (1) 
If the director determines that the violation or practice speci- 
fied in RCW 31.12.585 is likely to cause an unsafe or 
unsound condition at a credit union or a credit union service 
organization, or the public is likely to be substantially injured 
by delay in issuing a cease and desist order, the director may 
immediately issue and serve a temporary cease and desist 
order upon the credit union, credit union service organiza- 
tion, or other applicable person identified in RCW 
31.12.545(3). The order may require the credit union, credit 
union service organization, or other applicable person under 
RCW 31.12.545(3), and its directors, supervisory committee 
members, officers, employees, and agents, to cease and desist 
from the violation or practice and may require them to take 
affirmative action to correct the conditions resulting from the 
violation or practice. 

(2) With the temporary order, the director shall serve a 
notice of charges and intent to issue a cease and desist order 
under RCW 31.12.585 in the matter. 

(3) The temporary order becomes effective upon service 
on the person and remains effective until completion of the 
administrative proceedings under the notice issued under 
subsection (2) of this section. 

(4) Within ten days after a person has been served with a 
temporary order, the credit union may apply to the superior 
court in the county of its principal place of business for an 
injunction setting aside, limiting, or suspending the order 
pending the completion of the administrative proceedings 
under the notice issued under subsection (2) of this section. 

(5) In the case of a violation or threatened violation of a 
temporary order, the director may apply to the superior court 
of the county of the principal place of business of the person 
for an injunction to enforce the order, and the court shall issue 
an injunction if it determines that there has been a violation or 
threatened violation. 

(6) For the purposes of this section, the principal place of 
business of a foreign or out-of-state credit union, out-of-state 
credit union service organization, or other out-of-state person 
under RCW 31.12.545(3) is Thurston county. [2015 c 114 § 
20; 2010 c 87 § 10; 2001 c 83 § 34; 1997 c 397 § 54; 1994 c 
92 § 212; 1984 c 31 § 61.] 


31.12.625 Administrative hearing—Procedures. An 
administrative hearing on the notice provided for in RCW 
31.12.575 and 31.12.585 must be conducted in accordance 
with chapter 34.05 RCW, and may be conducted by the direc- 
tor or the director's designee. To the extent the requirements 
of this chapter are inconsistent with chapter 34.05 RCW, this 
chapter will govern. The hearing may be held at such place as 
is designated by the director. The hearing shall be private 
unless the director determines that a public hearing is neces- 
sary to protect the public interest after fully considering the 
views of the party afforded the hearing. [2010 c 87 § 11; 
2001 c 83 § 35; 1997 c 397 § 56; 1994 c 92 § 214; 1984 c 31 
§ 64.] 
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31.12.630 Authority of director to call special meet- 
ing of board. The director may request a special meeting of 
the board of a credit union if the director believes that a spe- 
cial meeting is necessary for the welfare of the credit union or 
the purposes of this chapter. The director's request for a spe- 
cial board meeting must be made in writing to the secretary of 
the board. On receipt of such a request, the secretary shall 
designate a time and place for the special board meeting, 
which shall be held within thirty days after receipt of the 
request. The director may require the attendance of all of the 
directors at the special board meeting, and an absence unex- 
cused by the director constitutes a violation of this chapter. 
[2013 c 34 § 11; 1997 c 397 § 58; 1994 c 92 § 216; 1984 c 31 
§ 67. Formerly RCW 31.12.655.] 


31.12.633 Authority of director to attend meetings of 
the board. The director may attend a meeting of the board of 
a credit union if the director believes that attendance at the 
meeting is necessary for the welfare of the credit union, or the 
purposes of this chapter, or if the board has requested the 
director's attendance. The director shall provide reasonable 
notice to the board before attending a meeting. [1997 c 397 § 
59; 1994 c 92 § 217; 1984 c 31 § 68. Formerly RCW 
31.12.665.] 


31.12.637 Intervention by director—Conditions. The 
director may place a credit union under supervisory direction 
in accordance with RCW 31.12.641 through 31.12.647, 
appoint a conservator for a credit union in accordance with 
RCW 31.12.651 through 31.12.661, appoint a liquidating 
agent for a credit union in accordance with RCW 31.12.664 
and 31.12.667, or appoint a receiver for a credit union in 
accordance with RCW 31.12.671 through 31.12.724, if the 
credit union: 

(1) Consents to the action; 

(2) Has failed to comply with the requirements of the 
director while the credit union is under supervisory direction; 

(3) Has committed or is about to commit a material vio- 
lation of law or an unsafe or unsound practice, and such vio- 
lation or practice has caused or is likely to cause an unsafe or 
unsound condition at the credit union; or 

(4) Is in an unsafe or unsound condition. [1997 c 397 § 
60.] 


31.12.641 Supervision by director—Notice—Com- 
pliance—Costs. (1) As authorized by RCW 31.12.637, the 
director may determine to place a credit union under supervi- 
sory direction. Upon such a determination, the director shall 
notify the credit union in writing of: 

(a) The director's determination; and 

(b) Any requirements that must be satisfied before the 
director shall terminate the supervisory direction. 

(2) The credit union must comply with the requirements 
of the director as provided in the notice. If the credit union 
fails to comply with the requirements, the director may 
appoint a conservator, liquidating agent, or receiver for the 
credit union, in accordance with this chapter. The director 
may appoint a representative to supervise the credit union 
during the period of supervisory direction. 
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(3) All costs incident to supervisory direction will be a 
charge against the assets of the credit union to be allowed and 
paid as the director may determine. [1997 c 397 § 61.] 


31.12.644 Supervision by director—Certain acts pro- 
hibited. During the period of supervisory direction, the 
director may prohibit the credit union from engaging in any 
of the following acts without prior approval: 

(1) Disposing of, conveying, or encumbering any of its 
assets; 

(2) Withdrawing any of its accounts at other financial 
institutions; 

(3) Lending any of its funds; 

(4) Investing any of its funds; 

(5) Transferring any of its property; or 

(6) Incurring any debt, obligation, or liability. [1997 c 
397 § 62.] 


31.12.647 Supervision by director—Credit union 
request for review. During the period of supervisory direc- 
tion, the credit union may request the director to review an 
action taken or proposed to be taken by the representative, 
specifying how the action is not in the best interests of the 
credit union. The request stays the action, pending the direc- 
tor's review of the request. [1997 c 397 § 63.] 


31.12.651 Conservator—Authorized actions—Costs. 
(1) As authorized by RCW 31.12.637, the director may, upon 
due notice and hearing conducted by the director or the direc- 
tor's designee, appoint a conservator for a credit union. The 
director may appoint himself or herself or another qualified 
party as conservator of the credit union. The conservator shall 
immediately take charge of the credit union and all of its 
property, books, records, and effects. 

(2) The conservator shall conduct the business of the 
credit union and take such steps toward the removal of the 
causes and conditions that have necessitated the appointment 
of a conservator, as the director may direct. The conservator 
is authorized to, without limitation: 

(a) Take all necessary measures to preserve, protect, and 
recover any assets or property of the credit union, including 
any claim or cause of action belonging to or which may be 
asserted by the credit union, and administer the same in his or 
her own name as conservator; and 

(b) File, prosecute, and defend any suit that has been 
filed or may be filed by or against the credit union that is 
deemed by the conservator to be necessary to protect all of 
the interested parties or a property affected thereby. 

The conservator shall make such reports to the director 
from time to time as may be required by the director. 

(3) All costs incident to conservatorship will be a charge 
against the assets of the credit union to be allowed and paid as 
the director may determine. 

(4) If at any time the director determines that the credit 
union is not in condition to continue business under the con- 
servator in the interest of its share account holders, deposi- 
tors, or creditors, and grounds exist under RCW 31.12.637, 
the director may proceed with appointment of a liquidating 
agent or receiver in accordance with this chapter. 

(5) The director, the department and its employees, and 
third parties acting as conservators are not subject to liability 
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for actions under this section, and no departmental funds may 
be required to be expended on behalf of the credit union, or 
its creditors, employees, members, or any other party or 
entity. [2010 c 87 § 12; 1997 c 397 § 64.] 


31.12.654 Actions by conservator—Review. During 
the period of conservatorship, the credit union may request 
the director to review an action taken or proposed to be taken 
by the conservator, specifying how the action is not in the 
best interest of the credit union. The request stays the action, 
pending the director's review of the request. [1997 c 397 § 
65.] 


31.12.657 Lawsuits during period of conservator- 
ship. Any suit filed against a credit union or its conservator, 
during the period of conservatorship, must be brought in the 
superior court of Thurston county. A conservator for a credit 
union may file suit in any superior court or other court of 
competent jurisdiction against any person for the purpose of 
preserving, protecting, or recovering any asset or property of 
the credit union, including, but not limited to, any claims or 
causes of action belonging to or asserted by the credit union. 
[1997 c 397 § 66.] 


31.12.661 Conservator serves until purposes are 
accomplished. The conservator shall serve until the pur- 
poses of the conservatorship have been accomplished. If 
rehabilitated, the credit union must be returned to manage- 
ment or new management under such conditions as the direc- 
tor may determine. [1997 c 397 § 67.] 


31.12.664 Liquidation—Suspension or revocation of 
articles—Placement in involuntary liquidation— 
Appointment of liquidating agent—Notice—Procedure— 
Effect. (1) As authorized by RCW 31.12.637, the director 
may appoint a liquidating agent for a credit union. Before 
appointing a liquidating agent, the director shall issue and 
serve notice on the credit union an order directing the credit 
union to show cause why its articles of incorporation should 
not be suspended or revoked, in accordance with chapter 
34.05 RCW. 

(2) If the credit union fails to adequately show cause, the 
director shall serve the credit union with an order directing 
the suspension or revocation of the articles of incorporation, 
placing the credit union in involuntary liquidation, appoint- 
ing a liquidating agent under this section and RCW 
31.12.667, and providing a statement of the findings on 
which the order is based. 

(3) The suspension or revocation must be immediate and 
complete. Once the articles of incorporation are suspended or 
revoked, the credit union shall cease conducting business. 
The credit union may not accept any payment to share or 
deposit accounts, may not grant or pay out any new or previ- 
ously approved loans, may not invest any of its assets, and 
may not declare or pay out any previously declared divi- 
dends. The liquidating agent of a credit union whose articles 
have been suspended or revoked may accept payments on 
loans previously paid out and may accept income from 
investments already made. [1997 c 397 § 68; 1994 c 92 § 
218; 1984 c 31 § 69. Formerly RCW 31.12.675.] 
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31.12.667 Order directing involuntary liquidation— 
Procedure. (1) On receipt of the order placing the credit 
union in involuntary liquidation, the officers and directors of 
the credit union shall deliver to the liquidating agent posses- 
sion and control of all books, records, assets, and property of 
the credit union. 

(2) The liquidating agent shall proceed to convert the 
assets to cash, collect all debts due to the credit union and 
wind up its affairs in accordance with any instructions and 
procedures issued by the director. If a liquidating agent 
agrees to absorb and serve the membership of the credit 
union, the director may approve a pooling of assets and liabil- 
ities rather than a distribution of assets. 

(3) Each share account holder and depositor at the credit 
union is entitled to a proportionate allocation of the assets in 
liquidation after all shares, deposits, and debts have been 
paid. 

The proportionate allocation shall be based on account 
balances as of a date determined by the board. For the pur- 
poses of liquidation, shares and deposits are equivalent. 

(4) The liquidating agent shall cause a notice of liquida- 
tion to be published once a week for three consecutive weeks 
in a newspaper of general circulation in the county in which 
the principal place of business of the credit union is located. 
The notice of liquidation must inform creditors of the credit 
union on how to make a claim upon the liquidating agent, and 
that if a claim is not made upon the liquidating agent within 
thirty days of the last date of publication, the creditor's claim 
is barred. The liquidating agent shall provide personal notice 
of liquidation to the creditors of record, informing them that 
if they fail to make a claim upon the liquidating agent within 
thirty days of the service of the notice, the creditor's claim is 
barred. If a creditor fails to make a claim upon the liquidating 
agent within the times required to be specified in the notices 
of liquidation, the creditor's claim is barred. All contingent 
liabilities of the credit union are discharged upon the direc- 
tor's order to liquidate the credit union. The liquidating agent 
shall, upon completion, certify to the director that the distri- 
bution or pooling of assets of the credit union is complete. 
[1997 c 397 § 69; 1994 c 92 § 219; 1984 c 31 § 70. Formerly 
RCW 31.12.685.] 


31.12.671 Receivership—Appointment of receiver by 
director—Notice—Act without bond. (1) As authorized by 
RCW 31.12.637, the director may without prior notice 
appoint a receiver to take possession of a credit union. The 
director may appoint the national credit union administration 
or other qualified party as receiver. Upon appointment, the 
receiver is authorized to act without bond. Upon acceptance 
of the appointment, the receiver shall have and possess all the 
powers and privileges provided by the laws of this state with 
respect to the receivership of a credit union, and be subject to 
all the duties of and restrictions applicable to such a receiver, 
except insofar as such powers, privileges, duties, or restric- 
tions are in conflict with any applicable provision of the fed- 
eral credit union act. 

Upon taking possession of the credit union, the receiver 
shall give written notice to the directors of the credit union 
and to all persons having possession of any assets of the 
credit union. No person with knowledge of the taking of pos- 
session by the receiver shall have a lien or charge for any pay- 
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ment advanced, clearance made, or liability incurred against 
any of the assets of the credit union, after the receiver takes 
possession, unless approved by the receiver. 

(2) The director, the department and its employees, and 
any third-party receiver acting on behalf of the department 
are not subject to liability for actions taken pursuant to 
appointment of a receiver under this section. Funds of the 
department may not be required to be expended on behalf of 
the credit union or its members, directors, officers, employ- 
ees, or any other person. [2010 c 87 § 13; 1997 c 397 § 70.] 


31.12.674 Director's orders—Notice to director of 
hearing—Hearing—Principal place of business—Supe- 
rior court. (1) Within ten days after the director issues an 
order of involuntary liquidation of a credit union pursuant to 
RCW 31.12.664(2) or order appointing a receiver for a credit 
union pursuant to RCW 31.12.671, the credit union may 
serve a notice upon the director to appear at a hearing before 
the superior court of the county in which the principal place 
of business of the credit union is located and at a time to be 
fixed by the court, which may not be less than five or more 
than fifteen days from the date of the service of the notice. At 
the hearing, the credit union has the burden to show cause 
why the director's action ordering involuntary liquidation or 
appointing a receiver should not be affirmed. 

(2) The court shall summarily hear and dismiss the com- 
plaint if it finds that the order of involuntary liquidation or 
order appointing receiver was issued for cause. However, if 
the court finds that no cause existed for the order of involun- 
tary liquidation or order appointing receiver, the court shall 
require the director to restore the credit union to possession of 
its assets and enjoin the director from involuntary liquidation 
of the credit union or further appointment of a receiver for the 
credit union without cause. 

(3) Failure of the credit union to serve notice of show 
cause hearing on the director as required under subsection (1) 
of this section bars a credit union from any judicial review of 
a director's order of involuntary liquidation under RCW 
31.12.664(2) or of a director's appointment of receiver under 
RCW 31.12.671. 

(4) For the purposes of this section, the principal place of 
business of a foreign or out-of-state credit union is Thurston 
county. [2015 c 114 § 21; 2010 c 87 § 14; 1997 c 397 § 71.] 


31.12.677 Powers and duties of receiver. Upon taking 
possession of a credit union, the receiver shall proceed to col- 
lect the assets of the credit union and preserve, administer, 
and liquidate its business and assets. 

With the approval of the Thurston county superior court 
or the superior court of the county in which the principal 
place of business of the credit union is located, the receiver 
may sell, compound, or compromise bad or doubtful debts, 
and upon such terms as the court may direct, borrow, mort- 
gage, pledge, or sell all or any part of the real and personal 
property of the credit union. The receiver may deliver to each 
purchaser or lender an appropriate deed, mortgage, agree- 
ment of pledge, or other instrument of title or security. The 
receiver may employ an attorney or other assistants to assist 
in carrying out the receivership, subject to such surety bond 
as the director may require. The premium for any such bond 
must be paid out of the assets of the credit union. 
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In carrying out the receivership, the receiver may with- 
out limitation arrange for the merger or consolidation of the 
credit union in receivership with another credit union, out-of- 
state credit union, or federal credit union, or may arrange for 
the purchase of the credit union's assets and the assumption of 
its liabilities by such a credit union, in whole or in part, or 
may arrange for such a transaction with another type of finan- 
cial institution as may be otherwise permitted by law. The 
receiver shall give preference to transactions with a credit 
union or a federal credit union that has its principal place of 
business in this state. [1997 c 397 § 72.] 


31.12.681 Claims against credit union in receiver- 
ship—Notice. The receiver shall publish once a week for 
four consecutive weeks in a newspaper of general circulation 
in the county where the credit union's principal place of busi- 
ness is located, a notice requiring all persons having claims 
against the credit union to file proof of claim not later than 
ninety days from the date of the first publication of the notice. 
The receiver shall mail similar notices to all persons whose 
names appear as creditors upon the books of the credit union. 
The assets of the credit union are not subject to contingent 
claims. 

After the expiration of the time fixed in the notice, the 
receiver has no power to accept any claim except the claim of 
a depositor or share account holder, and all other claims are 
barred. Claims of depositors or share account holders may be 
presented after the expiration of the time fixed in the notice 
and may be approved by the receiver. If such a claim is 
approved, the depositor or share account holder is entitled to 
its proportion of prior liquidation dividends, if sufficient 
funds are available for it, and will share in the distribution of 
the remaining assets. 

The receiver may approve or reject any claim, but shall 
serve notice of rejection upon the claimant by mail or person- 
ally. An affidavit of service of the notice of rejection will 
serve as prima facie evidence that notice was given. No 
action may be brought on any claim after three months from 
the date of service of the notice of rejection. [1997 c 397 § 
73.) 


31.12.684 Receiver shall inventory assets—File lists 
of assets and claims—Objections to approved claims. 
Upon taking possession of the credit union, the receiver shall 
make an inventory of the assets and file the list in the office 
of the county clerk. Upon the expiration of the time fixed for 
the presentation of claims, the receiver shall make a list of 
claims presented, segregating those approved and those 
rejected, to be filed in the office of the county clerk. The 
receiver shall also make and file with the office of the county 
clerk a supplemental list of claims at least fifteen days before 
the declaration of any liquidation dividend, and in any event 
at least every six months. 

Objection may be made by any interested person to any 
claim approved by the receiver. Objections to claims 
approved by the receiver will be resolved by the court after 
providing notice to both the claimant and objector, as the 
court may prescribe. [1997 c 397 § 74.] 


31.12.687 Expenses incurred by receiver. All 
expenses incurred by the receiver in relation to the receiver- 
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ship of a credit union, including, but not limited to, reason- 
able attorneys' fees, become a first charge upon the assets of 
the credit union. The charges shall be fixed and determined 
by the receiver, subject to the approval of the court. [1997 c 
397 § 75.] 


31.12.691 Liquidation dividends—Approval of 
court. At any time after the expiration of the date fixed for 
the presentation of claims, the receiver, subject to the 
approval of the court, may declare one or more liquidation 
dividends out of the funds remaining after the payment of 
expenses. [1997 c 397 § 76.] 


31.12.694 Remaining assets—Distribution. When all 
expenses of the receivership have been paid, as well as all 
proper claims of share account holders, depositors, and other 
creditors, and proper provision has been made for unclaimed 
or unpaid debts and liquidation dividends, and assets of the 
credit union still remain, the receiver shall wind up the affairs 
of the credit union and distribute its assets to those entitled to 
them. Each share account holder and depositor at the credit 
union is entitled to a proportionate share of the assets remain- 
ing. The proportionate allocation shall be based on account 
balances as of a date determined by the board. For the pur- 
poses of liquidation, shares and deposits are equivalent. 
[1997 c 397 § 77.] 


31.12.697 Unclaimed liquidation dividends. Any liq- 
uidation dividends to share account holders, depositors, or 
other creditors of the credit union remaining uncalled for and 
unpaid in the hands of the receiver for six months after the 
order of final distribution, must be deposited in a financial 
institution to each share account holder's, depositor's, or cred- 
itor's credit. The funds must be held in trust for the benefit of 
the persons entitled to the funds and, subject to the supervi- 
sion of the court, must be paid by the receiver to them upon 
presentation of satisfactory evidence of their right to the 
funds. [1997 c 397 § 78.] 


31.12.701 Personal property—Receiver's duties. (1) 
The receiver shall inventory, package, and seal uncalled for 
and unclaimed personal property left with the credit union, 
including, but not limited to, property held in safe deposit 
boxes, and arrange for the packages to be held in safekeeping. 
The credit union, its directors and officers, and the receiver, 
shall be relieved of responsibility and liability for the prop- 
erty held in safekeeping. The receiver shall promptly send to 
each person in whose name the property stood on the books 
of the credit union, at the person's last known address, a reg- 
istered letter notifying the person that the property will be 
held in the person's name for a period of not less than two 
years. 

(2) After the expiration of two years from the date of 
mailing the notice, the receiver shall promptly send to each 
person in whose name the property stood on the books of the 
credit union, at the person's last known address, a registered 
letter providing notice of sale. The letter must indicate that 
the receiver will sell the property set out in the notice, at a 
public auction at a specified time and place, not less than 
thirty days after the date of mailing the letter. The receiver 
may sell the property unless the person, prior to the sale, pres- 
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ents satisfactory evidence of the person's right to the prop- 
erty. A notice of the time and place of the sale must be pub- 
lished once within ten days prior to the sale in a newspaper of 
general circulation in the county where the sale is to be held. 

(3) Any property, for which the address of the owner or 
owners is not known, may be sold at public auction after it 
has been held by the receiver for two years. A notice of the 
time and place of the sale must be published once within ten 
days prior to the sale in a newspaper of general circulation in 
the county where the sale is to be held. 

(4) Whenever the personal property left with the credit 
union consists either wholly or in part, of documents, letters, 
or other papers of a private nature, the documents, letters, or 
papers may not be sold, but must be retained by the receiver 
and may be destroyed after a period of five years. [1997 c 
397 § 79.] 


31.12.704 Proceeds of sale—Deposit or payment by 
receiver. The proceeds of the sale less any amounts for costs 
and charges incurred in safekeeping and sale must be depos- 
ited by the receiver in a financial institution, in trust for the 
benefit of the person entitled to the property. The sale pro- 
ceeds must be paid by the receiver to the person upon presen- 
tation of satisfactory evidence of the person's right to the 
funds. [1997 c 397 § 80.] 


31.12.707 Completion of receivership—Merger, pur- 
chase, or liquidation—Secretary of state. Upon the com- 
pletion of a receivership through merger, purchase of assets 
and assumption of liabilities, or liquidation, the director shall 
terminate the credit union's authority to conduct business and 
certify that fact to the secretary of state. Upon certification, 
the credit union shall cease to exist and the secretary of state 
shall note that fact upon his or her records. [1997 c 397 § 81.] 


31.12.711 Director may terminate receivership— 
Expenses. If at any time after a receiver is appointed, the 
director determines that all material deficiencies at the credit 
union have been corrected, and that the credit union is in a 
safe and sound condition to resume conducting business, the 
director may terminate the receivership and permit the credit 
union to reopen upon such terms and conditions as the direc- 
tor may prescribe. Before being permitted to reopen, the 
credit union must pay all of the expenses of the receiver. 
[1997 c 397 § 82.] 


31.12.714 Receivership files. The receiver or director, 
as appropriate, may at any time after the expiration of one 
year from the order of final distribution, or from the date 
when the receivership has been completed, destroy any of the 
remaining files, records, documents, books of account, or 
other papers of the credit union that appear to be obsolete or 
unnecessary for future reference as part of the receivership 
files. [1997 c 397 § 83.] 


31.12.717 Pendency of proceedings for review of 
appointment of receiver—Liabilities of credit union— 
Availability of relevant data. The pendency of any pro- 
ceedings for judicial review of the appointment of a receiver 
may not operate to prevent the payment or acquisition of the 
share and deposit liabilities of the credit union by the national 
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credit union administration or other insurer or guarantor of 
the share and deposit liabilities of the credit union. During the 
pendency of the proceedings, the receiver shall make credit 
union facilities, books, records, and other relevant credit 
union data available to the insurer or guarantor as may be 
necessary or appropriate to enable the insurer or guarantor to 
pay out or to acquire the insured or guaranteed share and 
deposit liabilities of the credit union. The national credit 
union administration and any other insurer or guarantor of the 
credit union's share and deposit liabilities, together with their 
directors, officers, agents, and employees, and the director 
and receiver and their agents and employees, will be free 
from liability to the credit union, its directors, members, and 
creditors, for or on account of any action taken in connection 
with the receivership. [1997 c 397 § 84.] 


31.12.721 Appointment by court of temporary 
receiver—Notice to director. No receiver may be appointed 
by any court for any credit union, except that a court other- 
wise having jurisdiction may in case of imminent necessity 
appoint a temporary receiver to take possession of and pre- 
serve the assets of the credit union. Immediately upon 
appointment, the clerk of the court shall notify the director in 
writing of the appointment and the director shall appoint a 
receiver to take possession of the credit union and the tempo- 
rary receiver shall upon demand surrender possession of the 
assets of the credit union to the receiver. The receiver may in 
due course pay the temporary receiver out of the assets of the 
credit union, subject to the approval of the court. [1997 c 397 
§ 85.] 


31.12.724 Actions that are void—Felonious con- 
duct—Penalties. (1) Every transfer of a credit union's prop- 
erty or assets, and every assignment by a credit union for the 
benefit of creditors, made in contemplation of insolvency, or 
after it has become insolvent, to intentionally prefer one cred- 
itor over another, or to intentionally prevent the equal distri- 
bution of its property and assets among its creditors, is void. 

(2) Every credit union director, officer, or employee 
making any transfer described in subsection (1) of this sec- 
tion is guilty of a class B felony punishable according to 
chapter 9A.20 RCW. 

(3) An officer, director, or employee of a credit union 
who fraudulently receives any share or deposit on behalf of 
the credit union, knowing that the credit union is insolvent, is 
guilty of a class B felony punishable according to chapter 
9A.20 RCW. [2003 c 53 § 192; 1997 c 397 § 86.] 


Intent—Effective date—2003 c 53: See notes following RCW 
2.48.180. 


31.12.726 Conservator or receiver may terminate or 
adopt executory contracts—Timing—Binding terms— 
Liability. After the taking of possession of the property and 
business of a credit union, through conservatorship or receiv- 
ership, the conservator or receiver may terminate or adopt 
any executory contract to which the credit union may be a 
party, including leases of real or personal property. The ter- 
mination or adoption shall be made within six months after 
obtaining knowledge of the existence of the contract or lease. 
Any provision in the contract or lease which provides for 
damages or cancellation fees upon termination shall not be 
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binding on the conservator, receiver, or credit union. The 
director, conservator, or receiver, and credit union are not lia- 
ble for damages. [2010 c 87 § 18.] 


31.12.728 Applicability of general receivership law. 
Except in cases in which a receiver is appointed by a court on 
a temporary basis under RCW 31.12.721, the provisions of 
Title 7 RCW generally applicable to receivers and receiver- 
ships do not apply to receivers elected or appointed under this 
chapter. [2004 c 165 § 42.] 


Purpose—Captions not law—2004 c 165: See notes following RCW 
7.60.005. 


MISCELLANEOUS 


31.12.850 Prohibited acts—Criminal penalties. 
(1)(a) It is unlawful for a director, supervisory committee 
member, officer, employee, or agent of a credit union to 
knowingly violate or consent to a violation of this chapter. 

(b) It is unlawful for any person to knowingly make or 
disseminate a false report or other misrepresentation about 
the financial condition of any credit union. 

(c) Unless otherwise provided by law, a violation of this 
subsection is a misdemeanor under chapter 9A.20 RCW. 

(2)(a) It is unlawful for a person to perform any of the 
following acts: 

(i) To knowingly subscribe to, make, or cause to be made 
a false statement or entry in the books of a credit union; 

(ii) To knowingly make a false statement or entry in a 
report required to be made to the director; or 

(iii) To knowingly exhibit a false or fictitious paper, 
instrument, or security to a person authorized to examine a 
credit union. 

(b) A violation of this subsection is a class C felony 
under chapter 9A.20 RCW. [2010 c 87 § 15; 2003 c 53 § 193; 
1997 c 397 § 87; 1994 c 92 § 215; 1984 c 31 § 65. Formerly 
RCW 31.12.635.] 


Intent—Effective date—2003 c 53: See notes following RCW 
2.48.180. 


31.12.853 Prohibited acts—Civil penalties—Rules. 
(1) The department is authorized to assess civil fines to the 
credit union for violation of any of the following: 

(a) Any material provision of this chapter or related 
rules; 

(b) Any final or temporary order, including a cease and 
desist, suspension, removal, or prohibition order; 

(c) Any supervisory agreement; 

(d) Any condition imposed in writing in connection with 
the grant of any application or other request; or 

(e) Any other written agreement entered into with the 
director. 

(2) At the option of the director, a violation of this sec- 
tion subjects the violator to a fine of up to ten thousand dol- 
lars per violation. A continuing violation shall be considered 
a single violation for this purpose. The fine is payable upon 
issuance of any order or directive of the director, and may be 
recovered by the attorney general in a civil action in the name 
of the department. 

(3) The department is authorized to adopt rules for the 
implementation of this section. [2010 c 87 § 16.] 
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31.12.860 Taxation of credit unions. Neither a credit 
union nor its members may be taxed upon its shares and 
deposits as property. A credit union shall be taxable upon its 
real property and tangible personal property, and every credit 
union shall be termed a mutual institution for savings and nei- 
ther it nor its property may be taxable under any law which 
exempts savings banks or institutions for savings from taxa- 
tion. For all purposes of taxation, the assets represented by 
the regular reserve and other reserves, other than reserves for 
expenses and losses of a credit union, shall be deemed its 
only permanent capital, and in computing any tax, whether it 
be property, income, or excise, appropriate adjustment shall 
be made to give effect to the mutual nature of such credit 
union. [1984 c 31 § 75. Formerly RCW 31.12.735.] 


31.12.890 Satellite facilities. 
RCW. 


See chapter 30A.43 


31.12.891 Automated teller machines and night 
depositories security. Chapter 19.174 RCW applies to auto- 
mated teller machines and night depositories regulated under 
this title. [1993 c 324 § 11. Formerly RCW 31.12.740.] 


Additional notes found at www.leg.wa.gov 


31.12.902 Short title. This chapter may be known and 
cited as the "Washington State Credit Union Act." [1984 c 31 
§ 76.] 


31.12.906 Effective date—1997 c 397. Except for sec- 
tions 35 and 50 of this act, this act takes effect January 1, 
1998. [1997 c 397 § 92.] 


31.12.909 Construction—Chapter applicable to state 
registered domestic partnerships—2009 c 521. For the 
purposes of this chapter, the terms spouse, marriage, marital, 
husband, wife, widow, widower, next of kin, and family shall 
be interpreted as applying equally to state registered domestic 
partnerships or individuals in state registered domestic part- 
nerships as well as to marital relationships and married per- 
sons, and references to dissolution of marriage shall apply 
equally to state registered domestic partnerships that have 
been terminated, dissolved, or invalidated, to the extent that 
such interpretation does not conflict with federal law. Where 
necessary to implement chapter 521, Laws of 2009, gender- 
specific terms such as husband and wife used in any statute, 
tule, or other law shall be construed to be gender neutral, and 
applicable to individuals in state registered domestic partner- 
ships. [2009 c 521 § 77.] 


31.12.910 Effective date—2010 c 87. This act is nec- 
essary for the immediate preservation of the public peace, 
health, or safety, or support of the state government and its 
existing public institutions, and takes effect immediately 
[March 17, 2010]. [2010 c 87 § 21.] 


Chapter 31.13 RCW 
CORPORATE CREDIT UNIONS 


Sections 
31.13.010 Definition of corporate credit union or corporate. 
31.13.020 Authority to organize and operate—Powers and authorities— 


Name—Federal or Kansas state corporate credit unions. 
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Business license system exemption: RCW 19.02.800. 


31.13.010 Definition of corporate credit union or cor- 
porate. As used in this chapter, unless the context in which 
it is used clearly indicates otherwise, the term "corporate 
credit union" or "corporate" means a credit union organized 
under this chapter. [2001 c 83 § 36; 1984 c 31 § 79; 1977 
ex.s. c 207 § 5.] 


31.13.020 Authority to organize and operate—Pow- 
ers and authorities—Name—Federal or Kansas state cor- 
porate credit unions. (1) Corporate credit unions may be 
organized and operated under this chapter. A corporate credit 
union has all the powers and authorities granted in, and is 
subject to, all of the provisions of chapter 31.12 RCW which 
are not inconsistent with this chapter. A corporate must use 
the term "corporate" in its official name. The director may 
adopt rules for the organization and operation of corporate 
credit unions. 

(2) Notwithstanding any other provision of law, and in 
addition to all powers and authorities, express or implied, that 
a corporate credit union has under the laws of this state, a cor- 
porate has the powers and authorities that a federal or Kansas 
state corporate credit union had on July 22, 2001. However, a 
corporate must still comply with RCW 31.12.408. 

(3) Notwithstanding any other provision of law, and in 
addition to the powers and authorities, express or implied, 
that a corporate has under subsection (2) of this section, a cor- 
porate credit union has the powers and authorities that a fed- 
eral or Kansas state corporate credit union has subsequent to 
July 22, 2001, if the director finds that the exercise of the 
power and authority serves the convenience and advantage of 
members of credit unions, and maintains the fairness of com- 
petition and parity between corporate credit unions. How- 
ever, a corporate must still comply with RCW 31.12.408. 

(4) The restrictions, limitations, and requirements appli- 
cable to specific powers or authorities of federal or Kansas 
state corporate credit unions apply to corporate credit unions 
exercising those powers or authorities permitted under this 
section but only insofar as the restrictions, limitations, and 
requirements relate to the specific exercise of the powers or 
authorities granted corporate credit unions solely under this 
section. 

(5) As used in this section, "powers and authorities" 
include, but are not limited to, powers and authorities in cor- 
porate governance matters. [2001 c 83 § 37; 1977 ex.s. c 207 
$1] 


Chapter 31.20 RCW 
DEVELOPMENT CREDIT CORPORATIONS 


Sections 

31.20.010 Creation under general corporation laws authorized. 

31.20.020 Purposes specified. 

31.20.030 Corporate powers. 

31.20.040 Minimum capital stock. 

31.20.050 Board of directors. 

31.20.060 | Members power to loan funds to corporation. 

31.20.070 | Members of corporation enumerated. 

31.20.080 | Members duty to loan funds to corporation—Maximum lim- 
its—Proration of calls. 

31.20.090 Withdrawal from membership. 

31.20.100 Surplus reserve required. 

31.20.110 Funds to be deposited in designated depository. 


(2018 Ed.) 


Development Credit Corporations 


31.20.120 Money deposits prohibited. 
31.20.130 Publication of annual statement of assets and liabilities. 
31.20.140 Participation in federal act authorized. 


31.20.010 Creation under general corporation laws 
authorized. Organizations to provide development credit 
are authorized to be created under the general corporation 
laws of the state, with all of the powers, privileges and immu- 
nities conferred on corporations by such laws. [1959 c 213 § 


1.] 


31.20.020 Purposes specified. The purposes of devel- 
opment credit corporations as authorized herein shall be: (1) 
To promote, aid, and, through the united efforts of the institu- 
tions and corporations which shall from time to time become 
members thereof, develop and advance the industrial and 
business prosperity and welfare of the state of Washington; 
(2) To encourage new industries; (3) To stimulate and help to 
expand all kinds of business ventures which tend to promote 
the growth of the state; (4) To act whenever and wherever 
deemed by it advisable in conjunction with other organiza- 
tions, the objects of which are the promotion of industrial, 
agricultural or recreational developments within the state; 
and (5) To furnish for approved and deserving applicants 
ready and required money for the carrying on and develop- 
ment of every kind of business or industrial undertaking 
whereby a medium of credit is established not otherwise 
readily available therefor. [1959 c 213 § 2.] 


31.20.030 Corporate powers. In furtherance of the 
purposes set forth in RCW 31.20.020, and in addition to the 
powers conferred by the general laws relating to corpora- 
tions, this corporation shall, subject to the restrictions and 
limitations set forth in this chapter, have the following pow- 
ers: 

(1) To borrow money on secured or unsecured notes 
from any bank, trust company, savings bank, mutual savings 
bank, savings and loan association, building and loan associ- 
ation, credit union, insurance company or union funds which 
shall be members of this corporation and to pledge bonds, 
notes and other securities as collateral therefor: PROVIDED, 
In no case shall the amount so loaned by any member exceed 
the limit as hereinafter defined; 

(2) To lend money upon secured or unsecured applica- 
tions: PROVIDED, It shall not be the purpose hereof to take 
from other institutions within the state any such loans or com- 
mitments as may be desired by such institutions generally in 
the ordinary course of their business; 

(3) To establish and regulate the terms and conditions of 
any such loans and charges for interest or service connected 
therewith; 

(4) To purchase, hold, lease and otherwise acquire and to 
convey such real estate as may, from time to time, be 
acquired by it in satisfaction of debts or may be acquired by 
it in the foreclosure of mortgages thereon or upon judgments 
for debts or in settlements to secure debts. [1959 c 213 § 3.] 


31.20.040 Minimum capital stock. No development 
credit corporation shall be organized with a capital stock of 
less than twenty-five thousand dollars, which shall be paid 
into the treasury of the corporation in cash before the corpo- 


(2018 Ed.) 


31.20.080 


ration shall be authorized to transact any business other than 
such as relates to its organization. [1959 c 213 § 4.] 


31.20.050 Board of directors. All the corporate powers 
of a development credit corporation shall be exercised by a 
board of not less than nine directors who shall be residents of 
this state. The number of directors and their term of office 
shall be determined by the stockholders at the first meeting 
held by the incorporators and at each annual meeting thereaf- 
ter. In the first instance the directors shall be elected by the 
stockholders to serve until the first annual meeting. At the 
first annual meeting, and at each annual meeting thereafter, 
one-third of the directors shall be elected by a vote of the 
stockholders and the remaining two-thirds thereof shall be 
elected by members of the corporation herein provided for, 
each member having one vote. The removal of any director 
from this state shall immediately vacate his or her office. If 
any vacancy occurs in the board of directors through death, 
resignation, or otherwise, the remaining directors may elect a 
person to fill the vacancy until the next annual meeting of the 
corporation. The directors shall be annually sworn to the 
proper discharge of their duties and they shall hold office 
until others are elected or appointed and qualified in their 
stead. [2011 c 336 § 750; 1959 c 213 § 5.] 


31.20.060 Members power to loan funds to corpora- 
tion. Any member, as set forth in RCW 31.20.070, shall have 
power and authority to loan any of their funds to any devel- 
opment credit corporation of which they are a member, sub- 
ject to the restrictions as set forth in RCW 31.20.080, not- 
withstanding any laws to the contrary pertaining to such 
member. [1959 c 213 § 6.] 


31.20.070 Members of corporation enumerated. The 
members of a development credit corporation shall consist of 
such banks, trust companies, savings banks, mutual savings 
banks, savings and loan associations, building and loan asso- 
ciations, credit unions, insurance companies or union funds 
as may make accepted applications to this corporation to lend 
funds to it upon call and up to the limit herein provided. 
[1959 c 213 §7.] 


31.20.080 Members duty to loan funds to corpora- 
tion—Maximum limits—Proration of calls. Each member 
of a development credit corporation shall lend funds to the 
development credit corporation as and when called upon by it 
to do so to the extent of the member's commitment, but the 
total amount on loan by any member at any one time shall not 
exceed the following limit: (1) For banks, trust companies, or 
insurance companies, three percent of capital and surplus; (2) 
For mutual savings banks, savings and loan associations, or 
credit unions, three percent of guaranty and reserve funds; 
and (3) Comparable limits for other institutions. All loan lim- 
its shall be established at the thousand dollars amount nearest 
to the amount computed on an actual basis. All calls when 
made by this corporation shall be prorated among the mem- 
bers on the same proportion that the maximum lending com- 
mitment of each bears to the aggregate maximum lending 
commitment of all members. [1959 c 213 § 8.] 
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31.20.090 Withdrawal from membership. Upon 
notice given one year in advance a member of the corporation 
may withdraw from membership in the corporation at the 
expiration date of such notice and from said expiration date 
shall be free from obligations hereunder except as to those 
accrued prior to said expiration date. [1959 c 213 § 9.] 


31.20.100 Surplus reserve required. A development 
credit corporation shall set apart a surplus of not less than ten 
percent of its net earnings in each and every year until such 
surplus, with any unimpaired surplus paid in, shall amount to 
one-half of the capital stock. The said surplus shall be kept to 
secure against losses and contingencies, and whenever the 
same becomes impaired it shall be reimbursed in the manner 
provided for its accumulation. [1959 c 213 § 10.] 


31.20.110 Funds to be deposited in designated depos- 
itory. A development credit corporation shall not deposit 
any of its funds in any institution unless such institution has 
been designated as a depository by a vote of a majority of the 
directors, exclusive of the vote of any director who is an offi- 
cer or director of the depository so designated. [1959 c 213 § 
11.] 


31.20.120 Money deposits prohibited. A development 
credit corporation shall not receive money on deposit. [1959 
c 213 § 12.] 


31.20.130 Publication of annual statement of assets 
and liabilities. A development credit corporation, on or 
before February 15th of each year, shall publish in three con- 
secutive issues of a newspaper of general circulation in the 
area or areas where the corporation is located a statement of 
assets and liabilities as of December 31st of the preceding 
year. [1959 c 213 § 13.] 


31.20.140 Participation in federal act authorized. 
Any development credit corporation desiring to qualify and 
participate in the federal Small Business Investment Act of 
1958 and as hereafter amended may do so and to that end may 
comply with all the laws of the United States and all the rules, 
regulations and requirements promulgated pursuant thereto. 
[1959 c 213 § 14.] 


Chapter 31.24 RCW 
INDUSTRIAL DEVELOPMENT CORPORATIONS 


Sections 

31.24.005  Findings—Declarations—Intent. 

31.24.010 Definitions. 

31.24.020 Application—Contents—Articles of incorporation—Fees— 
Initial capital—Approval. 

31.24.023 Filing articles of incorporation—Receipt of certificate of 
authority. 

31.24.025 Fees—Director's discretion. 

31.24.030 Corporate powers. 

31.24.066 Plan of assessment—Purpose—Requirements—Approval. 

31.24.070 Powers of stockholders—Voting rights—Proxy voting—Plan 
of assessment—Dividends—Rules. 

31.24.073 Aggregate limit on loans and investments—Single borrower or 
business. 

31.24.075 Insider transactions. 

31.24.080 | Amendment of articles of incorporation—Director's 
approval—Filing. 

31.24.090 Board of directors—Officers and agents—Powers—Elec- 


tion—Meetings. 
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31.24.100 Minimum capital, surplus, undivided profits, and net earnings. 

31.24.110 No receipt of money on deposit. 

31.24.120 Examinations by director of financial institutions—Reports— 
Authority of director. 

31.24.130 First meeting—Notice—Duties of incorporators. 

31.24.140 Duration of business development company. 

31.24.150 Dissolution—Method—Distribution of assets. 

31.24.160 Credit of state not pledged. 

31.24.170 Business development companies designated state develop- 
ment companies. 

31.24.190 Formation of historic business development company for pur- 
pose of preservation of historic buildings, areas, or neighbor- 
hoods. 

31.24.200 Insolvency and liquidation—Chapter 30.44 RCW. 

31.24.205 Supervisory direction and conservatorship. 

31.24.210 Mergers or consolidations—Application—Approval. 

31.24.215 Conversion of development credit corporation—A pplica- 
tion—Approval—Filing of articles—Certificate of author- 
ity. 

31.24.220 Confidentiality and disclosure—Examinations. 

31.24.225 Business as a limited liability company. 

31.24.230 Simultaneous applications—Business development company 
and nondepository lender of certain loans—Procedure— 
Fees. 

31.24.235 Rule making. 

31.24.901 Short title. 


Economic development finance authority: RCW 43.163.080. 


31.24.005 Findings—Declarations—Intent. The leg- 
islature finds, declares, and intends that: 

(1) There exists substantial and growing need in Wash- 
ington state to enhance the availability of financial assistance 
for small business and to improve the economy of the locali- 
ties within this state; 

(2) The department, which is charged with (a) the regu- 
lation of business development corporations, under this chap- 
ter, (b) the regulation of financial institutions and other finan- 
cial entities as defined in this chapter, and (c) nondepository 
lenders engaged in guaranteed small business and agricul- 
tural lending, under chapters 31.40 and 31.35 RCW, is 
among those state agencies critical to meeting the needs 
addressed in subsection (1) of this section; and 

(3) It is necessary to assist the department in meeting the 
needs addressed in subsection (1) of this section and to 
improve its administration and regulation of this chapter and 
chapters 31.35 and 31.40 RCW. [2006 c 87 § 1.] 


31.24.010 Definitions. The definitions in this section 
apply throughout this chapter unless the context clearly 
requires otherwise. 

(1) "Applicant" means a person who files with the direc- 
tor an application for organization as, or conversion to doing 
business as, a business development company under this 
chapter, or who is making application for a material change 
that requires approval of the director under this chapter. 

(2) "Assessable stock" means any stock or class of stock, 
or equity interest or class of equity interest, in a business 
development company that: 

(a) Has been authorized pursuant to the articles of incor- 
poration of the business development company as approved 
by the department; 

(b) Has been created pursuant to an authorized plan of 
assessment; 

(c) Has been agreed to by a stockholder pursuant to the 
stockholder's subscription or similar agreement; and 

(d) Has been disclosed as being subject to assessment on 
the face of the stock certificates or certificates of equity inter- 
est. 


(2018 Ed.) 


Industrial Development Corporations 


(3) "Board of directors" means the board of directors of 
a business development company created under this chapter. 

(4) "Borrower" means a person, including a controlling 
person of such person, who obtains a qualified loan from a 
business development company. 

(5) "Business" means a person, including a controlling 
person of such person, who obtains a qualified loan or quali- 
fied investment, or both, from a business development com- 
pany. 

(6) "Business development company" means a company 
created for the purpose of engaging in any activity authorized 
by this chapter. A "business development company" created 
under this chapter is either: 

(a) A "general business development company," which 
is a business development company that may engage in any 
activity authorized by this chapter; or 

(b) A “historic business development company," which 
is a business development company organized to encourage 
and stimulate the preservation of historic buildings or historic 
commercial areas or neighborhoods, and may only engage in 
activities consistent with the purposes of the limited charter 
as set forth in RCW 31.24.190. 

(7) "Business development project" means a project con- 
trolled by a business, in which a business development com- 
pany may make a qualified investment, qualified loan, or 
both. 

(8) "Control," "controlled," or "controls," in relation to a 
borrower or business, has the same meaning as "control of a 
bank" has under Federal Reserve Regulation O, 12 C.F.R. 
Sec. 215.2, as it existed on June 7, 2006, or such subsequent 
date as may be provided by the department by rule, consistent 
with the purposes of this chapter. 

(9) "Controlling person" means a person, including an 
executive officer or director as defined in Federal Reserve 
Regulation O, 12 C.F.R. Sec. 215.2, as it existed on June 7, 
2006, or such subsequent date as may be provided by the 
department by rule, consistent with the purposes of this chap- 
ter, who controls a borrower or business. 

(10) "Department" means the Washington state depart- 
ment of financial institutions, or its successor. 

(11) "Director" means the director of the department of 
financial institutions, unless used in the context of a member 
of the board of directors of a business development company 
created under this chapter. 

(12) "Financial institution" means any federally char- 
tered or state-chartered bank or trust company, savings bank 
or savings and loan association, or credit union. 

(13) "Insider transaction" means a transaction between a 
business development company and a person who is (a) an 
affiliate of a business development company or (b) an execu- 
tive officer, director, or principal shareholder, or a related 
interest of, such a person. As used in this subsection, "affili- 
ate," "executive officer,” "director," "principal shareholder," 
and "related interest" have the same meaning, in relation to a 
business development company, as such terms have in rela- 
tion to a member bank pursuant to Federal Reserve Regula- 
tion O, 12 C.F.R. Sec. 215.2, as it existed on June 7, 2006, or 
such subsequent date as may be provided by the department 
by rule, consistent with the purposes of this chapter. 

(14) "Other financial entity" means an insurance com- 
pany authorized to do business in Washington state, or any 
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other company, limited liability company, partnership, lim- 
ited partnership, or foundation, other than a financial institu- 
tion, engaged as a primary activity in the business of lending 
or investing funds, and which holds a charter or license from 
an applicable federal or state regulatory authority to engage 
in such activity. 

(15) "Person" means a natural person, partnership, lim- 
ited partnership, limited liability company, corporation, asso- 
ciation, foundation, or other legal or commercial entity. 

(16) "Plan of assessment" means a plan for assessment of 
stockholders, or a class of stockholders, which is part of the 
business plan of a business development company that has 
been approved by the department, and which provides for the 
periodic, equal assessment of all stockholders, or an affected 
class of stockholders, according to their interest in the busi- 
ness development company, as provided for in RCW 
31.24.066. 

(17) "Qualified investment" means any equity invest- 
ment, or debt investment other than a qualified loan, autho- 
rized by this chapter to be made by a business development 
company to a business: 

(a) The principal intent of which: 

(i) In the case of a general business development com- 
pany, is to promote or enhance small business or improve- 
ment of the economy of one or more localities within this 
state, consistent with the general intent and purpose of a busi- 
ness development company, as set forth in RCW 31.24.005, 
and with its approved business plan; or 

(ii) In the case of a historic business development com- 
pany, is to promote and/or enhance the special purpose and 
intent of a historic business development company as set 
forth in RCW 31.24.190, consistent with its approved busi- 
ness plan; and 

(b) Which investment, at the time of its origination, has a 
reasonable likelihood of being used for such purpose. 

(18) "Qualified loan" means any loan authorized by this 
chapter to be made by a business development company to a 
borrower: 

(a) The principal intent of which: 

(i) In the case of a general business development com- 
pany, is to promote or enhance small business or improve- 
ment of the economy of one or more localities within this 
state, consistent with the general intent and purpose of this 
chapter, and with its approved business plan; or 

(ii) In the case of a historic business development com- 
pany, is to promote or enhance the special purpose and intent 
of a historic business development company as set forth in 
RCW 31.24.190, consistent with its approved business plan; 
and 

(b) Which loan, at the time of its origination, has a rea- 
sonable likelihood of being used for such purpose. 

(19) "Qualified loan participant" means a financial insti- 
tution or other financial entity, as defined in this section, or 
any other person engaged in the business of lending, who par- 
ticipates as a funder of a qualified participation loan. 

(20) "Qualified participation loan" means a loan to a bor- 
rower or business, in relation to a business development proj- 
ect, made, in whole or in part[,] by qualified loan participants, 
which has been facilitated, arranged, or partially funded by a 
business development company. 


[Title 31 RCW—page 49] 


31.24.020 


(21) "Stock" means, in relation to a business develop- 
ment company, any stock or equity interest, of whatever 
class, in a business development company. 

(22) "Stockholder" means, in relation to a stockholder of 
a business development company, any person authorized 
either by Title 23B RCW to be a shareholder of a corporation 
or by chapter 25.15 RCW and this chapter to hold an equity 
interest in a limited liability company, and may include, with- 
out limitation, a financial institution or other financial entity. 
[2006 c 87 § 2; 1963 c 162 § 1.] 


31.24.020 Application—Contents—Articles of incor- 
poration—Fees—Initial capital—Approval. (1) Five or 
more persons, a majority of whom are residents of this state 
and three of which are federally insured depository institu- 
tions, who desire to charter a business development company 
under this chapter, may incorporate as a business develop- 
ment company by filing with the director an application for a 
business development company charter, which application 
contains the following: 

(a) A cover letter requesting a charter as a business 
development company under authority of this chapter, and 
specifying the purpose of the requested charter; 

(b) A business plan satisfactory to the director, including 
a plan of assessment in the event that applicant seeks to 
assess stockholders, or a class of stockholders, as provided 
for in RCW 31.24.066; 

(c) Proposed articles of incorporation, in form and sub- 
stance consistent with the requirements of subsection (4) of 
this section; 

(d) Proposed bylaws, in form and substance consistent 
with the requirements of this chapter; 

(e) A filing fee and application review fee as established 
by the director consistent with RCW 31.24.025; and 

(f) All other relevant information as is necessary to sat- 
isfy the director that such proposed business development 
company has a reasonable likelihood of (i) fulfilling the pur- 
poses of this chapter and (ii) operating in a safe and sound 
manner. 

(2) In addition to all other requirements of an applica- 
tion, the director shall not grant final approval of an applica- 
tion for organization as a business development company 
under this chapter, and a business development company 
shall not commence business, until the applicant certifies to 
the satisfaction of the director, that a minimum amount of ini- 
tial capital has been subscribed for, which minimum amount 
of capital is subject to the determination of the director, who 
may consider (a) the intended purpose of initial capital and 
(b) the suitability and sufficiency of the amount of initial cap- 
ital in relation to the applicant's proposed business plan. 

(3) The articles of incorporation must be in writing, 
signed by all the incorporators and their representatives and 
acknowledged before an officer authorized to take acknowl- 
edgments. 

(4) The articles of incorporation shall contain: 

(a) The name of the business development company, 
which must include the word "Development"; 

(b) A recital that the business development company is 
organized under this chapter; 

(c) The location of the principal office of the business 
development company, but the company may have offices in 
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other places within the state as may be fixed by the board of 
directors; 

(d) The purposes for which the business development 
company is founded, which, except for a historic business 
development company as authorized by RCW 31.24.190, are: 

(i) To promote, stimulate, develop, and advance the busi- 
ness prosperity and economic welfare of Washington and its 
citizens; 

(ii) To encourage and assist through financing, invest- 
ments, or other business transactions, in the location of new 
business and industry in this state and to rehabilitate and 
assist existing business and industry; 

(iii) To stimulate and assist in the expansion of business 
activity which will tend to promote the business development 
and maintain the economic stability of this state, provide 
maximum opportunities for employment, encourage thrift, 
and improve the standard of living of citizens of this state; 

(iv) To cooperate and act in conjunction with other orga- 
nizations, public or private, in the promotion and advance- 
ment of industrial, commercial, agricultural, and/or recre- 
ational developments in this state; and 

(v) To provide financing for the promotion, develop- 
ment, and conduct of business activity in this state; 

(e) The names and mailing addresses of the members of 
the first board of directors, who, unless otherwise provided 
by the articles of incorporation or the bylaws, shall hold 
office for the first year of existence of the business develop- 
ment company or until their successors are elected and have 
qualified; 

(f) Any provision which the incorporators may choose to 
insert for the regulation of the business and for the conduct of 
the affairs of the business development company; 

(g) Any provision creating, dividing, limiting, and regu- 
lating the powers of the business development company, the 
directors, stockholders or any class of the stockholders, 
including a designation of the officers, and provisions gov- 
erning the issuance of stock certificates to replace lost or 
destroyed certificates; 

(h) The amount of authorized capital stock and the num- 
ber of shares into which it is divided, the par value of each 
share, and the amount of capital with which it will commence 
business; 

(i) A statement indicating whether capital stock or any 
class of capital stock shall be assessable stock as part of a 
plan of assessment; 

(j) The names and mailing addresses of the subscribers 
of stock and the number of shares subscribed by each; 

(k) Any other provision consistent with the laws of this 
state for the regulation of the affairs of the business develop- 
ment company, and Title 23B RCW; and 

(1) The signatures of each of the incorporators, who must 
be the same persons making application for a business devel- 
opment company charter as identified in subsection (1) of 
this section. 

(5) The director has ninety days from submission of a 
completed application to approve it and issue a certificate of 
authority. If the director finds that the application is insuffi- 
cient, the director may either disapprove the application or 
respond by specifying in writing what changes and modifica- 
tions, consistent with this chapter, will be necessary to 
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approve such application. [2006 c 87 § 3; 1974 ex.s.c 16 § 1; 
1963 c 162 § 2.] 


31.24.023 Filing articles of incorporation—Receipt 
of certificate of authority. (1) The director shall present the 
articles of incorporation, after approval by the director, to the 
secretary of state for filing. 

(2) An applicant is not authorized to commence and 
maintain business as a business development company under 
this chapter until having received a certificate of authority 
from the department to conduct business as a business devel- 
opment company. [2006 c 87 § 4.] 


31.24.025 Fees—Director's discretion. The director 
may, consistent with the requirements for banks under *Title 
30 RCW, collect from an applicant or business development 
company, as applicable, application fees, application review 
fees, periodic examination fees, and similar fees and charges, 
as may be reasonable for the safe and sound regulation and 
promotion of business development companies under this 
chapter. [2006 c 87 § 5.] 


*Reviser's note: Title 30 RCW was recodified and/or repealed pursuant 
to 2014 c 37, effective January 5, 2015. 


31.24.030 Corporate powers. In furtherance of its pur- 
poses and in addition to the powers now or hereafter con- 
ferred on business corporations by Title 23B RCW and upon 
limited liability companies by chapter 25.15 RCW, as appli- 
cable, a business development company has, subject to the 
restrictions and limitations in this section, the following pow- 
ers: 

(1) To assess stockholders, or a class of stockholders, of 
the business development company, if authorized by the arti- 
cles of incorporation and approved by the department pursu- 
ant to a plan of assessment as provided for in RCW 
31.24.066; 

(2) To make qualified loans to borrowers in relation to 
business development projects; 

(3) To make qualified investments in businesses in rela- 
tion to business development projects; 

(4) To facilitate and arrange qualified participation loans 
by qualified loan participants to borrowers in relation to busi- 
ness development projects; 

(5) To participate in the partial funding of qualified par- 
ticipation loans; 

(6) To elect, appoint, and employ officers, agents, and 
employees; 

(7) To make contracts and incur liabilities for any of the 
purposes of the business development company. However, a 
business development company shall not incur any secondary 
liability by way of guaranty or endorsement of the obliga- 
tions of any person, firm, company, association, or trust, or in 
any other manner; 

(8) To the extent permitted by other applicable law, to 
borrow money from the federal small business administration 
and any other similar federal or state agency, for any of the 
purposes of a business development company; 

(9) To borrow money from a financial institution or other 
financial entity; 

(10) To issue bonds, debentures, notes, or other evidence 
of indebtedness, whether secured or unsecured, and to secure 
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the same by mortgage, pledge, deed of trust, or other lien on 
its property, franchises, rights, and privileges of every kind 
and nature or any part or interest therein, without securing 
stockholder approval; 


(11) To purchase, receive, hold, lease, or otherwise 
acquire, and to sell, convey, transfer, lease, or otherwise dis- 
pose of real and personal property, together with such rights 
and privileges as may be incidental and appurtenant thereto 
and the use thereof, including, but not restricted to, any real 
or personal property acquired by the business development 
company in the satisfaction of debts or enforcement of obli- 
gations; 

(12) To acquire the good will, business, rights, real and 
personal property, and other assets, or any part thereof, or 
interest therein, of any persons, firms, corporations, limited 
liability companies, partnerships, limited partnerships, asso- 
ciations, or trusts, and to assume, undertake, or pay the obli- 
gations, debts, and liabilities of any such person, firm, corpo- 
ration, limited liability company, partnership, limited part- 
nership, association, or trust; 


(13) To acquire improved or unimproved real estate for 
the purpose of constructing industrial plants or other business 
establishments thereon or for the purpose of disposing of 
such real estate to others for the construction of industrial 
plants or other business establishments; and to acquire, con- 
struct or reconstruct, alter, repair, maintain, operate, sell, con- 
vey, transfer, lease, or otherwise dispose of industrial plants 
or business establishments; 


(14) To acquire, subscribe for, own, hold, sell, assign, 
transfer, mortgage, pledge, or otherwise dispose of the stock, 
shares, bonds, debentures, notes, or other securities and evi- 
dences of interest in, or indebtedness of, any person, firm, 
limited liability company, partnership, limited partnership, 
association, or trust, and while the owner or holder thereof to 
exercise all the rights, powers, and privileges of ownership, 
including the right to vote thereon; 


(15) To mortgage, pledge, or otherwise encumber any 
property, right or things of value, acquired pursuant to the 
powers contained in subsections (11), (12), and (14) of this 
section, as security for the payment of any part of the pur- 
chase price thereof; 


(16) To cooperate with and avail itself of the facilities 
and assistance programs of the United States department of 
commerce, the United States department of the treasury, the 
United States department of housing and urban development, 
the *department of community, trade, and economic develop- 
ment, and any other similar state or federal governmental 
agencies; and to cooperate with and assist, and otherwise 
encourage organizations in the various communities of the 
state in the promotion, assistance, and development of the 
business prosperity and economic welfare of such communi- 
ties or of this state or of any part thereof; and 


(17) To do all acts and things necessary or convenient to 
carry out the powers expressly granted in this chapter. [2006 
c 87 § 6; 1991 c 72 § 49; 1985 c 466 § 42; 1983 c 3 § 51; 1963 
c 162 § 3.] 


*Reviser's note: The "department of community, trade, and economic 
development" was renamed the "department of commerce" by 2009 c 565. 


Additional notes found at www.leg.wa.gov 
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31.24.066 Plan of assessment—Purpose—Require- 
ments—Approval. (1) As part of a business plan approved 
by the department, an applicant or business development 
company may seek to maintain capital for purposes of mak- 
ing qualified investments and qualified loans by periodically 
assessing its stockholders, or a class of stockholders, accord- 
ing to a plan of assessment and as agreed upon by affected 
stockholders by subscription or similar agreement. 

(2) A plan of assessment may provide for: 

(a) Stockholders, or a class of stockholders, making, 
when called upon, additional paid-in capital in exchange for 
additional equity; and/or 

(b) Stockholders, or a class of stockholders, making, 
when called upon, loans or other debt financing to the busi- 
ness development company in exchange for an agreement of 
repayment. 

(3) A plan of assessment shall provide for equal treat- 
ment by the board of directors of all stockholders, or mem- 
bers of a class of stockholders, subject to assessment. 

(4) In the case of the approval of a plan of assessment, or 
the examination of the administration of an ongoing plan of 
assessment, in which assessable stock is held by a financial 
institution that is also regulated by the department, the 
department may condition its approval of the implementation 
or continued administration of a plan of assessment as to the 
affected financial institution on whether the safety and 
soundness of such financial institution is or may become 
unimpaired, or on whether an assessment of such financial 
institution has not or will not result, in a material adverse 
affect on the classification of such financial institution, or its 
lending or investment portfolio. The authority of the depart- 
ment pursuant to this subsection shall be in addition to all 
other authority of the department under this chapter or any 
other applicable law, and notwithstanding any other law to 
the contrary. [2006 c 87 § 7.] 


31.24.070 Powers of stockholders—Voting rights— 
Proxy voting—Plan of assessment—Dividends—Rules. 
(1) The stockholders of the business development company 
have the following powers: 

(a) To determine the number of and elect directors as 
provided in RCW 31.24.090; 

(b) To make, amend, and repeal bylaws; 

(c) To amend the articles of incorporation as provided in 
RCW 31.24.080; 

(d) To dissolve the company as provided in RCW 
31.24.150; 

(e) To do all things necessary or desirable to secure aid, 
assistance, loans, and other financing from any financial 
institutions, and from any agency established under federal 
laws; 

(f) To exercise such other powers consistent with this 
chapter as may be conferred on the stockholders by the 
bylaws. 

(2) As to all matters requiring action by the stockholders 
of the business development company, the stockholders shall 
vote, and, except as otherwise provided, such matters shall 
require the affirmative vote of a majority of the votes to 
which the stockholders present or represented at the meeting 
shall be entitled. 
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(3) Each stockholder shall have one vote, in person or by 
proxy, for each share of capital stock held. 

(4) The capital stock of stockholders of a business devel- 
opment company is nonassessable, unless authorized by the 
department pursuant to a plan of assessment which has been 
approved by the director as provided for in RCW 31.24.066. 

(5) Except as permitted by a plan of assessment provid- 
ing for a class of assessable stock pursuant to RCW 
31.24.066 or as may otherwise be established by rule, all 
stock is a single class of voting common stock. 

(6) The director may, subject to examination authority, 
determine that a policy of declaring dividends for stockhold- 
ers by a particular business development company constitutes 
an unsafe and unsound practice as to such business develop- 
ment company. If the practice is determined to be unsafe and 
unsound, the director may instruct such a business develop- 
ment company to cease and desist the declaration and grant of 
such dividends. 

(7) The department may, at the option of the director, 
adopt rules, consistent with principles of safety and sound- 
ness, that, while not prohibiting dividends to stockholders in 
general, may limit the amount of such dividends and the time 
and manner of declaring them. [2006 c 87 § 8; 1963 c 162 § 
7.] 


31.24.073 Aggregate limit on loans and invest- 
ments—Single borrower or business. Unless part of an ini- 
tial or amended business plan approved by the director, or as 
may otherwise be provided by rule adopted pursuant to RCW 
31.24.120(3), the aggregate limit of qualified loans, qualified 
investment, and partial funding of qualified participation 
loans by a business development company to a single bor- 
rower or business, in relation to a business development proj- 
ect, shall not exceed twenty-five percent of the combined 
capital, surplus, and undivided profits of the business devel- 
opment company. [2006 c 87 § 9.] 


31.24.075 Insider transactions. (1) A business devel- 
opment company may not be a party to, nor engage in, an 
insider transaction, unless such an insider transaction is 
approved or ratified by its board of directors, exclusive of the 
vote of any interested director. 

(2) Any insider transaction is subject to the examination 
and enforcement authority of the department under this chap- 
ter. [2006 c 87 § 10.] 


31.24.080 Amendment of articles of incorporation— 
Director's approval—Filing. (1) The articles of incorpora- 
tion of a business development company may be amended by 
the affirmative vote of two-thirds of the votes to which the 
stockholders are entitled, subject to the written approval of 
the director. 

(2) Within thirty days after an amendment of the articles 
of incorporation has been adopted and approved by the direc- 
tor, the articles of amendment shall be filed in the office of 
the secretary of state by the director. An amendment shall not 
take effect until it has been so filed. [2006 c 87 § 11; 1994 c 
92 § 235; 1963 c 162 § 8.] 


31.24.090 Board of directors—Officers and agents— 
Powers—Election—Meetings. (1) The business and affairs 


(2018 Ed.) 


Industrial Development Corporations 


of a business development company shall be managed and 
conducted by a board of directors, a president, a secretary, a 
treasurer, and such other officers and such agents as the com- 
pany by its bylaws shall authorize. A single authorized indi- 
vidual may jointly hold the offices of secretary and treasurer. 
The president and the treasurer may not be the same person. 

(2) The board of directors shall consist of such number, 
not less than five nor more than nine, as shall be determined 
in the first instance by the incorporators and thereafter annu- 
ally by the stockholders of the business development com- 
pany. The board of directors: 

(a) May exercise all the powers of the business develop- 
ment company, except those conferred upon the stockholders 
by law or by the bylaws of the business development com- 
pany; and 

(b) Shall choose and appoint all the agents and officers 
of the business development company and fill all vacancies 
except vacancies in the office of director which shall be filled 
as provided in subsections (3) and (4) of this section. 

(3) The board of directors shall be elected in the first 
instance by the incorporators and thereafter at the annual 
meeting, the day and month of which shall be established by 
the bylaws, or, if no annual meeting shall be held in the year 
of incorporation, then within ninety days after the approval of 
the articles of incorporation at a special meeting as provided 
in subsection (4) of this section. 

(4) At each annual meeting, or at each special meeting 
held as provided in subsection (3) of this section, the stock- 
holders of a business development company shall elect all of 
the board of directors. The directors shall hold office until the 
next annual meeting of the business development company, 
or special meeting. The authority of the directors commences 
immediately after the election and continues until their suc- 
cessors are elected and qualified, unless sooner removed in 
accordance with the provisions of the bylaws. Any vacancy 
in the office of a director shall be filled by the remaining 
directors at a regular meeting or special meeting called for 
that purpose. The director appointed to fill such vacancy shall 
serve until the next annual meeting, resignation, or removal 
according to law. 

(5) Directors and officers shall not be responsible for 
losses unless the same shall have been occasioned by the 
gross negligence or willful misconduct of such directors and 
officers. 

(6) The board of directors shall conduct regular meetings 
at least every quarter and may hold special meetings as called 
for pursuant to the bylaws. 

(7) Unless otherwise restricted by the articles of incorpo- 
ration or bylaws, members of the board of directors of a busi- 
ness development company or any committee designated by 
the board of directors may participate in a meeting of such 
board or committee by means of a conference telephone or 
similar communications equipment, in which all persons par- 
ticipating in the meeting can hear each other at the same time. 
Participation by such means shall constitute presence, in per- 
son, at a meeting. [2006 c 87 § 12; 1974 ex.s. c 16 § 3; 1963 
c 162 § 9.] 


31.24.100 Minimum capital, surplus, undivided prof- 
its, and net earnings. (1) A business development company 
shall maintain an amount of minimum capital, surplus, and 
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undivided profits that, based upon the determination of the 
director, shall be deemed safe and sound for each business 
development company. However, the minimum ratio of 
paid-in capital to total assets, inclusive of all qualified loans 
and qualified investments, shall be and remain no less than 
eight percent. 

(2) Subject to subsection (1) of this section, minimum 
capital, surplus, undivided profits, and net earnings shall be 
determined by the board of directors, subject to the exercise 
of prudent business judgment. [2006 c 87 § 13; 1963 c 162 § 
10.] 


31.24.110 No receipt of money on deposit. A business 
development company shall not receive money on deposit. 
[2006 c 87 § 14; 1963 c 162 § 11.] 


31.24.120 Examinations by director of financial insti- 
tutions—Reports—Authority of director. (1) The director 
shall exercise the same power and authority over business 
development companies organized under this chapter as exer- 
cised over banks and trust companies under *Title 30 RCW, 
to the extent *Title 30 RCW does not conflict with this chap- 
ter. 

(2) A business development company shall be examined 
at least once every twenty-four months by the director and 
shall make reports of its condition not less than annually to 
the director, and more frequently in the discretion of the 
director. The business development company shall pay the 
actual cost of the examinations. 

(3) To assure the safety and soundness of business devel- 
opment companies and to fulfill the purposes of this chapter, 
the director may, by examination, rule, and interpretation, 
establish and enforce safety and soundness and examination 
standards, for all operations and activities of and related to 
business development companies. [2006 c 87 § 15; 1994 c 92 
§ 236; 1963 c 162 § 12.] 


*Reviser's note: Title 30 RCW was recodified and/or repealed pursuant 
to 2014 c 37, effective January 5, 2015. 


31.24.130 First meeting—Notice—Duties of incorpo- 
rators. (1) The first meeting of a business development com- 
pany shall be called by a notice signed by three or more of the 
incorporators, stating the time, place, and purpose of the 
meeting, a copy of which notice shall be mailed, or delivered, 
to each incorporator at least five days before the day 
appointed for the meeting. The first meeting may be held 
without such notice upon agreement in writing to that effect 
signed by all the incorporators. A copy of the notice or unan- 
imous agreement of the incorporators shall be recorded in the 
minutes of the first meeting. 

(2) At the first meeting, the incorporators shall, consis- 
tent with Title 23B RCW: 

(a) Choose a temporary recording secretary; 

(b) Adopt bylaws; 

(c) Elect directors; and 

(d) Engage in other business within the powers of the 
business development company as the incorporators present 
may see fit. 

(3) Upon being sworn in at the first meeting, the tempo- 
rary recording secretary shall make and attest a record of the 
proceedings. 
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(4) At least five of the incorporators shall constitute a 
quorum for the transaction of business at a first meeting. 
[2006 c 87 § 16; 1963 c 162 § 13.] 


31.24.140 Duration of business development com- 
pany. Unless otherwise provided in the articles of incorpora- 
tion, the period of duration of a business development com- 
pany shall be perpetual, subject, however, to the right of the 
stockholders to dissolve the business development company 
as provided in RCW 31.24.150. [2006 c 87 § 17; 1963 c 162 


§ 14.] 


31.24.150 Dissolution—Method—Distribution of 
assets. A business development company, upon the affirma- 
tive vote of two-thirds of the votes of the stockholders enti- 
tled to vote their shares, shall dissolve the business develop- 
ment company as provided by Title 23B RCW, to the extent 
that Title 23B RCW is not in conflict with this chapter. Upon 
dissolution of the business development company, none of 
the business development company's assets shall be distrib- 
uted to the stockholders until all sums due the creditors 
thereof have been paid in full. [2006 c 87 § 18; 1991 c 72 § 
50; 1983 c 3 § 52; 1963 c 162 § 15.] 


31.24.160 Credit of state not pledged. Under no cir- 
cumstances shall the credit of the state of Washington be 
pledged to any corporation organized under the provisions of 
this chapter. [1963 c 162 § 16.] 


31.24.170 Business development companies desig- 
nated state development companies. Any business devel- 
opment company organized under this chapter shall be a state 
development company, as authorized under Title V of the 
small business investment act of 1958, Public Law 85-699, 
15 U.S.C. Sec. 695, as amended, or any other similar federal 
legislation. [2006 c 87 § 19; 1963 c 162 § 17.] 


31.24.190 Formation of historic business develop- 
ment company for purpose of preservation of historic 
buildings, areas, or neighborhoods. (1) In addition to the 
purposes specified in RCW 31.24.020 a historic business 
development company may be formed for one or more of the 
following purposes: 

(a) To encourage and stimulate the preservation of his- 
toric buildings or historic commercial areas or neighborhoods 
by returning them to economically productive uses which are 
compatible with or enhance the historic character of such 
buildings, commercial areas, or neighborhoods; 

(b) To stimulate and assist in the development of busi- 
ness or other activities which have an impact upon the preser- 
vation of historic buildings, commercial areas, or neighbor- 
hoods; 

(c) To cooperate and act in conjunction with other orga- 
nizations, public or private, in the promotion and advance- 
ment of historical preservation activities; and 

(d) To provide financing through loans, investments of 
other business transactions for the promotion, development, 
and conduct of all kinds of business activity that encourages 
or relates to historic preservation. 
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(2) A historic business development company shall not 
engage in the broad economic and business promotion activ- 
ities permitted by a general business development company. 

(3) A general business development company may, in 
addition to all other activities permitted by this chapter, 
engage in those activities specifically permitted of a historic 
business development company organized under subsection 
(1) of this section. [2006 c 87 § 20; 1973 Ist ex.s. c 90 § 2.] 


31.24.200 Insolvency and liquidation—Chapter 
30.44 RCW. *Chapter 30.44 RCW applies to the insolvency 
and liquidation of a business development company orga- 
nized under this chapter. [2006 c 87 § 21.] 


*Reviser's note: Chapter 30.44 RCW was recodified as chapter 30A.44 
RCW pursuant to 2014 c 37 § 4, effective January 5, 2015. 


31.24.205 Supervisory direction and conservator- 
ship. The director has the same power and authority to exer- 
cise supervisory direction and conservatorship of, and to 
issue cease and desist orders upon, a business development 
company organized under this chapter, as the director has in 
regard to a bank under *Title 30 RCW. [2006 c 87 § 22.] 


*Reviser's note: Title 30 RCW was recodified and/or repealed pursuant 
to 2014 c 37, effective January 5, 2015. 


31.24.210 Mergers or consolidations—A pplication— 
Approval. (1) Subject to written approval of the director, 
one or more general business development companies may 
merge into or consolidate with each other consistent with 
*chapter 30.49 RCW. 

(2) Upon ninety days advance application to and written 
approval of the director, a historic business development 
company may convert its charter to that of a general business 
development company. An application for conversion shall 
contain a cover letter requesting conversion, the proposed 
articles of amendments and bylaws amendments, a modified 
business plan, and other relevant information in form and 
substance similar to the requirements of a de novo applica- 
tion for a general business development company as provided 
in RCW 31.24.020. In making a determination of whether to 
approve or deny such a conversion, the director shall con- 
sider: 

(a) The historic performance and safety and soundness of 
the historic business development company; 

(b) Whether the conversion to a general business devel- 
opment company will have a likelihood of continuing to ful- 
fill the purposes of this chapter; 

(c) Whether the applicant will have a likelihood of 
remaining safe and sound as a general business development 
company and pursuant to its proposed modified business 
plan; and 

(d) Whether the proposed conversion would serve, or 
otherwise not detract from, the needs and convenience of the 
community served by the business development company. 
[2006 c 87 § 23.] 


*Reviser's note: Chapter 30.49 RCW was recodified as chapter 30A.49 
RCW pursuant to 2014 c 37 § 4, effective January 5, 2015. 


31.24.215 Conversion of development credit corpo- 
ration—A pplication—A pproval—Filing of articles— 
Certificate of authority. (1) Notwithstanding any other pro- 
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vision of this chapter, a development credit corporation cre- 
ated under chapter 31.20 RCW, or any other company incor- 
porated under Title 23B RCW, may convert to a business 
development company by filing an application with the 
department and receiving written approval of the director 
within ninety days of the date the application is received. 

(2) In addition to all other requirements of a business 
development company pursuant to this chapter, the director 
shall not approve an application for conversion of a develop- 
ment credit corporation unless: 

(a) A minimum of three stockholders of such corporation 
are financial institutions; 

(b) The majority of outstanding shares of common stock 
of such corporation are held by financial institutions; 

(c) The articles of incorporation of such a corporation are 
amended to conform to the requirements of RCW 31.24.020; 

(d) The bylaws of such a corporation are amended to 
conform to the requirements of this chapter; 

(e) The business plan of the corporation is consistent 
with the requirements of this chapter and has been approved 
by the director; and 

(f) The corporation otherwise satisfies the director that 
all other requirements of a business development company 
under this chapter have been met. However, such a corpora- 
tion is not required to have had a minimum of five incorpora- 
tors at the time it originally was incorporated with the secre- 
tary of state, as provided for in RCW 31.24.020(1). 

(3) Upon approval by the director of the corporation's 
application for conversion, the amended articles of incorpo- 
ration, as approved by the director, shall be filed by the direc- 
tor with the secretary of state in the same manner provided 
for the filing of initial articles of incorporation under RCW 
31.24.023. Such corporation shall not commence operation 
as a business development company until the director has 
issued such corporation a certificate of authority to conduct 
business as a business development company. [2006 c 87 § 
24.] 


31.24.220 Confidentiality and disclosure—Examina- 
tions. The existing privileges, immunities, and requirements 
of confidentiality and disclosure with respect to examination 
records and information obtained by the director in conduct- 
ing examinations, which are applicable to banks, as set forth 
in *RCW 30.04.075, apply to examination records and infor- 
mation obtained by the director in conducting examinations 
of business development companies organized under this 
chapter. [2006 c 87 § 25.] 


*Reviser's note: RCW 30.04.075 was recodified as RCW 30A.04.075 
pursuant to 2014 c 37 § 4, effective January 5, 2015. 


31.24.225 Business as a limited liability company. 
Notwithstanding any other provision of this chapter, a busi- 
ness development company organized under this chapter may 
be chartered as a limited liability company, or may convert to 
doing business as a limited liability company, to the same 
extent and subject to the same terms and conditions as per- 
mitted for a bank organized under *Title 30 RCW, including, 
without limitation, requirements related to director approval, 
operational matters, corporate governance, and restrictions 
on complete dissociation. However: 
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(1) The rights of stockholders, as defined in this chapter, 
supersede the provisions of *Title 30 RCW to the contrary; 
and 

(2) The limited liability company agreement, or other 
governing charter document of the limited liability company, 
must contain the same or substantially similar recitals as 
required in RCW 31.24.020 with respect to business purpose, 
organizational authority, board of directors, management, 
and limitations on liability of directors and officers. [2006 c 
87 § 26.] 


*Reviser's note: Title 30 RCW was recodified and/or repealed pursuant 
to 2014 c 37, effective January 5, 2015. 


31.24.230 Simultaneous applications—Business 
development company and nondepository lender of cer- 
tain loans—Procedure—Fees. (1) An applicant may apply 
simultaneously for both a business development company 
charter, under this chapter, and for a license as a nondeposi- 
tory lender of federally guaranteed small business loans, 
under chapter 31.40 RCW. 

(2) An applicant may apply simultaneously for both a 
business development company charter, under this chapter, 
and for a license as a nondepository lender of guaranteed 
agricultural loans, under chapter 31.35 RCW. 

(3) Notwithstanding any provisions of this chapter or 
chapter 31.35 or 31.40 RCW, applications presented to the 
director as set forth in subsections (1) and (2) of this section 
shall be considered and evaluated by the director as one 
application, and an applicant: 

(a) If granted a business development company charter 
based on a joint application as provided in subsections (1) 
and (2) of this section, shall pay fees and charges only as 
required by this chapter and be subject to joint and simultane- 
ous application review and periodic examination; and 

(b) If denied a business development company charter 
when having made a joint application as provided in subsec- 
tions (1) and (2) of this section, shall pay fees and charges 
only as required by this chapter. 

(4) An existing business development company orga- 
nized under this chapter may apply for either a license, under 
chapter 31.35 RCW, or a license, under chapter 31.40 RCW, 
or both; and, if granted, the business development company, 
as a dual licensee, shall then pay fees and charges only as 
required by this chapter and be subject to joint and simultane- 
ous application review and periodic examination. [2006 c 87 
§ 27.] 


31.24.235 Rule making. The director has broad admin- 
istrative authority and discretion to adopt rules to carry out 
the purposes of this chapter. [2006 c 87 § 31.] 


31.24.901 Short title. This chapter shall be known and 
may be cited as the "business development company act." 
[2006 c 87 § 32.] 


Chapter 31.35 RCW 
AGRICULTURAL LENDERS—LOAN GUARANTY 
PROGRAM 
Sections 


31.35.010 Findings—lIntent. 
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31.35.020 Definitions. 

31.35.030 | Administration—Rules—Duties of director. 

31.35.040 Participation by agricultural lender—Powers and privileges. 

31.35.050 Costs of supervision—Fees. 

31.35.060 Responsibility of agricultural lender—Recordkeeping—Loan 
loss reserve. 

31.35.070 Examination of agricultural lender. 

31.35.080 | Enforcement—Responsibility of director—Penalty. 

31.35.090 | Enforcement—Court order. 

31.35.100 | Notice—Investments not insured. 

31.35.105 Application of RCW 31.24.230. 

31.35.900  Severability—Administrative review—1990 c 134. 


Department of financial institutions: Chapter 43.320 RCW. 


31.35.010 Findings—Intent. The legislature finds and 
declares that nondepository agricultural lenders can enhance 
their access to working capital for the purpose of financing 
agricultural borrowers by using the United States farmers 
home administration loan guaranty program. The farmers 
home administration loan guaranty program provides financ- 
ing to agricultural borrowers needing working capital and 
longer term financing for the purchase of real estate, agricul- 
tural production expenses, debt refinancing, equipment, and 
the purchase of other fixed assets. Loans can be made to agri- 
cultural borrowers by nondepository lenders and guaranteed 
by the farmers home administration only if the state provides 
an ongoing opportunity for examination of such entities to 
confirm good lending practices and solvency. 

It is the intent of the legislature to empower the director 
of financial institutions to examine nondepository agricul- 
tural lenders for the purpose of allowing such lenders to qual- 
ify for participation in the farmers home administration loan 
guaranty program. [1994 c 92 § 251; 1990 c 134 § 1.] 


31.35.020 Definitions. Unless the context clearly 
requires otherwise, the definitions in this section apply 
throughout this chapter. 

(1) "Agricultural lender" means a Washington corpora- 
tion incorporated under Title 23B or 24 RCW and qualified 
as such under this chapter and the jurisdiction of the federal 
government agency sponsoring the loan guaranty program. 

(2) "Director" means the director of financial institu- 
tions. 

(3) "Loan guaranty program" means the farmers home 
administration loan guaranty program, or any other govern- 
ment program for which the agricultural lender is eligible and 
which has as its function the provision, facilitation, or financ- 
ing of agricultural business operations. [1994 c 92 § 252; 
1990 c 134 § 2.] 


31.35.030 Administration—Rules—Duties of direc- 
tor. (1) The director shall administer this chapter. The direc- 
tor may issue orders and adopt rules that, in the opinion of the 
director, are necessary to execute, enforce, and effectuate the 
purposes of this chapter. Rules to enforce the provisions of 
this chapter shall be adopted under the administrative proce- 
dure act, chapter 34.05 RCW. 

(2) An application filed with the director under this chap- 
ter shall be in such form and contain such information as 
required by the director by rule and be consistent with the 
requirements of the loan guaranty program. 

(3) After the director is satisfied that the applicant has 
satisfied all the conditions necessary for approval, the direc- 
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tor shall issue a license to the applicant authorizing it to be an 
agricultural lender under this chapter. 

(4) Any change of control of an agricultural lender shall 
be subject to the approval of the director. Such approval shall 
be subject to the same criteria as the criteria for approval of 
the original license. For purposes of this subsection, "change 
of control" means directly or indirectly, alone or in concert 
with others, to own, control, or hold the power to vote ten 
percent or more of the outstanding voting stock of an agricul- 
tural lender or the power to elect or control the election of a 
majority of the board of directors of an agricultural lender. 

(5) The director may deny, suspend, or revoke a license 
if the agricultural lender violates any provision of this chapter 
or any rules promulgated pursuant to this chapter. [1994 c 92 
§ 253; 1990 c 134 § 3.] 


31.35.040 Participation by agricultural lender— 
Powers and privileges. (1) An agricultural lender may par- 
ticipate in a loan guaranty program. If an agricultural lender 
participates in a loan guaranty program, the agricultural 
lender shall comply with the requirements of that program. 

(2) An agricultural lender may be incorporated under 
either the Washington business corporation act, Title 23B 
RCW, or the Washington nonprofit corporation act, Title 24 
RCW. In addition to the powers and privileges provided to an 
agricultural lender by this chapter, an agricultural lender has 
all the powers and privileges conferred by its incorporating 
statute that are not inconsistent with or limited by this chap- 
ter. [1990 c 134 § 4.] 


31.35.050 Costs of supervision—Fees. (1) The direc- 
tor is authorized to charge a fee for the estimated direct and 
indirect costs for examination and supervision by the director 
of an agricultural lender or a subsidiary of an agricultural 
lender. Excess examiner time shall be billed at a reasonable 
rate established by rule. 

(2) All such fees shall be deposited in the financial ser- 
vices regulation fund and administered consistent with the 
provisions of RCW 43.320.110. [2001 c 177 § 7; 1994 c 92 
§ 254; 1990 c 134 § 5.] 


Additional notes found at www.leg.wa.gov 


31.35.060 Responsibility of agricultural lender— 
Recordkeeping—Loan loss reserve. (1) An agricultural 
lender shall keep books, accounts, and other records in such 
form and manner as required by the director. These records 
shall be kept at such place and shall be preserved for such 
length of time as specified by the director by rule. 

(2) Not more than ninety days after the close of each cal- 
endar year, or within a period specified by the director, an 
agricultural lender shall file with the director a report con- 
taining the following: 

(a) Financial statements, including the balance sheet, the 
statement of income or loss, the statement of changes in cap- 
ital accounts, and the statement of changes in financial posi- 
tion; and 

(b) Other information that the director may require. 

(3) Each agricultural lender shall provide for a loan loss 
reserve sufficient to cover projected loan losses that are not 
guaranteed by the United States government or any agency 
thereof. [1994 c 92 § 255; 1990 c 134 § 6.] 
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31.35.070 Examination of agricultural lender. (1) 
The director shall visit each agricultural lender at least every 
twenty-four months for the purpose of assuring that the agri- 
cultural lender remains in compliance with and qualified for 
the loan guaranty program. 

(a) The director may accept timely audited financial 
statements and other timely reports the director determines to 
be relevant and accurate as part of a full and complete exam- 
ination of the agricultural lender. The director shall make an 
independent review of loans guaranteed by the loan guaranty 
program. 

(b) The agricultural lender shall be exempt from exam- 
ination under this subsection if it terminates its activities 
under the loan guaranty program and no loans guaranteed by 
the loan guaranty program remain on the books. This exemp- 
tion becomes effective upon notification to the director. The 
director shall confirm termination of activities under the loan 
guaranty program with the appropriate federal agency. 

(c) All examination reports and all information obtained 
by the director and the director's staff in conducting examina- 
tions of an agricultural lender are confidential to the same 
extent bank examinations are confidential under *RCW 
30.04.075. 

(d) All examination reports may be shared with other 
state or federal agencies consistent with **chapter 30.04 
RCW. 

(2) A director, officer, or employee of an agricultural 
lender or of a subsidiary of an agricultural lender being exam- 
ined by the director or a person having custody of any of the 
books, accounts, or records of the agricultural lender or of the 
subsidiary shall facilitate the examination so far as it is in his 
or her power to do so. 

(3) If in the opinion of the director it is necessary in the 
examination of an agricultural lender or of a subsidiary of an 
agricultural lender, the director may retain any certified pub- 
lic accountant, attorney, appraiser, or other person to assist 
the director. The agricultural lender being examined shall pay 
the fees of a person retained by the director under this subsec- 
tion. [1994 c 92 § 256; 1990 c 134 § 7.] 

Reviser's note: *(1) RCW 30.04.075 was recodified as RCW 
30A.04.075 pursuant to 2014 c 37 § 4, effective January 5, 2015. 


**(2) Chapter 30.04 RCW was recodified as chapter 30A.04 RCW pur- 
suant to 2014 c 37 § 4, effective January 5, 2015. 


31.35.080 Enforcement—Responsibility of direc- 
tor—Penalty. (1) The director shall adopt rules to enforce 
the intent and purposes of this chapter. Such rules shall 
include, but not be limited to, the following: 

(a) Disclosure of conflicts of interest; 

(b) Prohibition of false statements made to the director 
on any form required by the director or during any examina- 
tion; or 

(c) Prevention of fraud and undue influence within an 
agricultural lender. 

(2) A violation of any provision of this chapter or any 
tule of the director adopted under this chapter by an agent, 
employee, officer, or director of the agricultural lender shall 
be punishable by a fine, established by the director, not to 
exceed one hundred dollars for each offense. Each day's con- 
tinuance of the violation shall be a separate and distinct 
offense. All fines shall be credited to the financial services 
regulation fund. 
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(3) The director may issue and serve upon an agricultural 
lender a notice of charges if, in the opinion of the director, the 
agricultural lender is violating or has violated the law, rule, or 
any condition imposed in writing by the director or any writ- 
ten agreement made by the director. 

(a) The notice shall contain a statement of the facts con- 
stituting the alleged violation or practice and shall fix a time 
and place at which a hearing will be held to determine 
whether an order to cease and desist should issue against the 
agricultural lender. The hearing shall be set not earlier than 
ten days nor later than thirty days after service of the notice 
unless a later date is set by the director at the request of the 
agricultural lender. 

Unless the agricultural lender appears at the hearing by a 
duly authorized representative, it shall be deemed to have 
consented to the issuance of the cease and desist order. In the 
event of consent or if, upon the record made at the hearing, 
the director finds that any violation or practice specified in 
the notice of charges has been established, the director may 
issue and serve upon the agricultural lender an order to cease 
and desist from the violation or practice. The order may 
require the agricultural lender and its directors, officers, 
employees, and agents to cease and desist from the violation 
or practice and may require the agricultural lender to take 
affirmative action to correct the conditions resulting from the 
violation or practice. 

(b) A cease and desist order shall become effective at the 
expiration of ten days after the service of the order upon the 
agricultural lender concerned, except that a cease and desist 
order issued upon consent shall become effective at the time 
specified in the order and shall remain effective as provided 
in the order unless it is stayed, modified, terminated, or set 
aside by action of the director or a reviewing court. [2001 c 
177 § 8; 1994 c 92 § 257; 1990 c 134 § 8.] 


Additional notes found at www.leg.wa.gov 


31.35.090 Enforcement—Court order. If, in the opin- 
ion of the director, an agricultural lender violates or there is 
reasonable cause to believe that an agricultural lender is 
about to violate any provision of this chapter or any rule 
adopted under this chapter, the director may bring an action 
in the appropriate court to enjoin the violation or to enforce 
compliance. Upon a proper showing, a restraining order, or 
preliminary or permanent injunction, shall be granted, and a 
receiver or a conservator may be appointed for the agricul- 
tural lender or the agricultural lender's assets. [1994 c 92 § 
258; 1990 c 134 § 9.] 


31.35.100 Notice—Investments not insured. All agri- 
cultural lenders shall notify their members at the time of 
membership and annually thereafter that their investment in 
the agricultural lender, although regulated by the director, is 
not insured, guaranteed, or protected by any federal or state 
agency. [1994 c 92 § 259; 1990 c 134 § 10.] 


31.35.105 Application of RCW 31.24.230. RCW 
31.24.230 (2) through (4) supersede any contrary provision 
of this chapter. [2006 c 87 § 28.] 


31.35.900 Severability—Administrative review— 
1990 c 134. If any provision of this act or its application to 
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any person or circumstance is held invalid or, if in the written 
opinion of the farmers home administration, is contrary to the 
intent and purposes of the loan guaranty program, the director 
shall not enforce such provision, but the remainder of the act 
or the application of the provision to other persons or circum- 
stances shall not be affected. [1994 c 92 § 260; 1990 c 134 § 
11.] 


Chapter 31.40 RCW 
FEDERALLY GUARANTEED SMALL BUSINESS 


LOANS 
Sections 
31.40.010 Intent. 
31.40.020 Definitions. 
31.40.030 Director—Powers and duties. 
31.40.040 Licensee—Powers and duties. 
31.40.050 License approval. 
31.40.060 Prohibited loans—Exception. 
31.40.070 Fees. 
31.40.080 Records—Reports—Loan loss reserve. 
31.40.090 Examination of licensees. 
31.40.100 Application denial. 
31.40.110 Rules—Penalties. 
31.40.120 Injunction. 
31.40.130 Penalty—License impairment. 
31.40.135 Application of RCW 31.24.230. 
31.40.900  Severability—1989 c 212. 


31.40.010 Intent. The legislature finds and declares 
that small and moderate-size companies can enhance their 
access to working capital and to capital for acquiring and 
equipping commercial and industrial facilities by using the 
United States small business administration national small 
business loan program known as the 7(a) loan guaranty pro- 
gram. The 7(a) loan guaranty program provides financing to 
small firms needing working capital and longer term financ- 
ing for equipment and other fixed assets. Such loans can be 
made to small businesses by nondepository lenders and guar- 
anteed by the small business administration only if the state 
provides for the ongoing regulation and examination of such 
entities. 

It is the intent of the legislature that the director of finan- 
cial institutions [license], regulate, and subject to ongoing 
examination, nondepository lenders for the purpose of allow- 
ing such lenders to participate in the small business adminis- 
tration's 7(a) loan guaranty program. [1994 c 92 § 261; 1989 
c212§1.] 


31.40.020 Definitions. Unless the context clearly 
requires otherwise, the definitions in this section apply 
throughout this chapter. 

(1) "Licensee" means a Washington corporation licensed 
under the terms of this chapter. 

(2) "Director" means the director of financial institu- 
tions. [1994 c 92 § 262; 1989 c 212 § 2.] 


31.40.030 Director—Powers and duties. (1) The 
director shall administer this chapter. The director may issue 
orders and adopt rules that, in the opinion of the director, are 
necessary to execute, enforce, and effectuate the purposes of 
this chapter. Rules to enforce the provisions of this chapter 
shall be adopted under the administrative procedure act, 
chapter 34.05 RCW. 
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(2) Whenever the director issues an order or a license 
under this chapter, the director may impose conditions that 
are necessary, in the opinion of the director, to carry out the 
purposes of this chapter. 


(3) An application filed with the director under this chap- 
ter shall be in such a form and contain such information as the 
director may require. 


(4) Any change of control of a licensee shall be subject 
to the approval of the director. Such approval shall be subject 
to the same criteria as the criteria for approval of the original 
license. For purposes of this subsection, "change of control" 
means directly or indirectly, alone or in concert with others, 
to own, control, or hold the power to vote ten percent or more 
of the outstanding voting stock of a licensee or the power to 
elect or control the election of a majority of the board of 
directors of the licensee. [1994 c 92 § 263; 1989 c 212 § 3.] 


31.40.040 Licensee—Powers and duties. (1) A 
licensee may participate in the 7(a) loan guaranty program of 
the small business administration pursuant to section 7(a) of 
the federal small business investment act of 1958, 15 U.S.C. 
Sec. 636(a), or any other government program for which the 
licensee is eligible and which has as its function the provision 
or facilitation of financing or management assistance to busi- 
ness firms. If a licensee participates in a program referred to 
in this section, the licensee shall comply with the require- 
ments of that program. 


(2) A licensee may be incorporated under either the 
Washington business corporation act or the Washington non- 
profit corporation act. In addition to the powers and privi- 
leges provided to a licensee by this chapter, a licensee has all 
the powers and privileges conferred by its incorporating stat- 
ute which are not inconsistent with or limited by this chapter. 
[1989 c 212 § 4.] 


31.40.050 License approval. After a review of infor- 
mation regarding the directors, officers, and controlling per- 
sons of the applicant for a license, a review of the applicant's 
business plan, including at least three years of detailed finan- 
cial projections and other relevant information, and a review 
of such additional information as is considered relevant by 
the director, the director shall approve an application for a 
license if, and only if, the director determines that: 


(1) The applicant is capitalized in an amount that is not 
less than five hundred thousand dollars and that such sum is 
adequate for the applicant to transact business as a nondepos- 
itory 7(a) lender and that in evaluating the capital position of 
the applicant the director may consider and include the net 
worth of any corporate shareholder of the applicant corpora- 
tion if the shareholder guarantees the liabilities of the appli- 
cant: PROVIDED, That such corporate shareholder be sub- 
ject to the reporting requirements of RCW 31.40.080; 

(2) Each director, officer, and controlling person of the 
applicant is of good character and sound financial standing; 
that the directors and officers of the applicant are competent 
to perform their functions with respect to the applicant; and 
that the directors and officers of the applicant are collectively 
adequate to manage the business of the applicant as a nonde- 
pository 7(a) lender; 
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(3) The business plan of the applicant will be honestly 
and efficiently conducted in accordance with the intent and 
purposes of this chapter; and 

(4) The proposed activity possesses a reasonable pros- 
pect for success. [1994 c 92 § 264; 1989 c 212 § 5.] 


31.40.060 Prohibited loans—Exception. (1) Either by 
itself or in concert with a director, officer, principal share- 
holder, or affiliate, or with another licensee, a licensee shall 
not hold control of a business firm to which it has made a loan 
under section 7(a) of the federal small business investment 
act of 1958, 15 U.S.C. Sec. 636(a), except that, to the extent 
necessary to protect the licensee's interest as creditor of the 
business firm, a licensee that provides financing assistance to 
a business firm may acquire and hold control of that business 
firm. Unless the director approves a longer period, a licensee 
holding control of a business firm under this section shall 
divest itself of the interest which constitutes holding control 
as soon as practicable or within five years after acquiring that 
interest, whichever is sooner. 

(2) For the purposes of subsection (1) of this section, 
"hold control" means alone or in concert with others: 

(a) Ownership, directly or indirectly, of record or benefi- 
cially, of voting securities greater than: 

(i) For a business firm with outstanding voting securities 
held by fewer than fifty shareholders, forty percent of the out- 
standing voting securities; 

(ii) For a business firm with outstanding voting securities 
held by fifty or more shareholders, twenty-five percent of the 
outstanding voting securities; 

(b) Being able to elect or control the election of a major- 
ity of the board of directors. [1994 c 92 § 265; 1989 c 212 § 
6.] 


31.40.070 Fees. (1) The director is authorized to charge 
a fee for the estimated direct and indirect costs of the follow- 
ing: 

(a) An application for a license and the investigation 
thereof; 

(b) An application for approval to acquire control of a 
licensee and the investigation thereof; 

(c) An application for approval for a licensee to merge 
with another corporation, an application for approval for a 
licensee to purchase all or substantially all of the business of 
another person, or an application for approval for a licensee 
to sell all or substantially all of its business or of the business 
of any of its offices to another licensee and the investigation 
thereof; 

(d) An annual license; 

(e) An examination by the director of a licensee or a sub- 
sidiary of a licensee. Excess examiner time shall be billed at 
a reasonable rate established by rule. 

(2) A fee for filing an application with the director shall 
be paid at the time the application is filed with the director. 

(3) All such fees shall be deposited in the financial ser- 
vices regulation fund and administered consistent with the 
provisions of RCW 43.320.110. [2001 c 177 § 9; 1994 c 92 
§ 266; 1989 c 212 § 7.] 


Additional notes found at www.leg.wa.gov 
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31.40.080 Records—Reports—Loan loss reserve. (1) 
A licensee shall keep books, accounts, and other records in 
such a form and manner as the director may require. These 
records shall be kept at such a place and shall be preserved for 
such a length of time as the director may specify. 

(2) Not more than ninety days after the close of each cal- 
endar year or within a period specified by the director, a 
licensee shall file with the director a report containing the fol- 
lowing: 

(a) Financial statements, including the balance sheet, the 
statement of income or loss, the statement of changes in cap- 
ital accounts and the statement of changes in financial posi- 
tion; and 

(b) Other information that the director may require. 

(3) Each licensee shall provide for a loan loss reserve 
sufficient to cover projected loan losses which are not guar- 
anteed by the United States government or any agency 
thereof. [1994 c 92 § 267; 1989 c 212 § 8.] 


31.40.090 Examination of licensees. (1) The director 
shall examine each licensee not less than once every twenty- 
four months. 

(2) The director may with or without notice and at any 
time during regular business hours examine a licensee or a 
subsidiary of a licensee. 

(3) A director, officer, or employee of a licensee or of a 
subsidiary of a licensee being examined by the director or a 
person having custody of any of the books, accounts, or 
records of the licensee or of the subsidiary shall otherwise 
facilitate the examination so far as it is in his or her power to 
do so. 

(4) If in the director's opinion it is necessary in the exam- 
ination of a licensee, or of a subsidiary of a licensee, the 
director may retain any certified public accountant, attorney, 
appraiser, or other person to assist the director. The licensee 
being examined shall pay the fees of a person retained by the 
director under this subsection. [2006 c 87 § 30; 1994 c 92 § 
268; 1989 c 212 § 9.] 


31.40.100 Application denial. Ifthe director denies an 
application, the director shall provide the applicant with a 
written statement explaining the basis for the denial. [1994 c 
92 § 269; 1989 c 212 § 10.] 


31.40.110 Rules—Penalties. (1) The director shall 
adopt rules to enforce the intent and purposes of this chapter. 
Such rules shall include, but need not be limited to, the fol- 
lowing: 

(a) Disclosure of conflicts of interest; 

(b) Prohibition of false statements made to the director 
on any form required by the director or during any examina- 
tion requested by the director; or 

(c) Prevention of fraud and undue influence by a 
licensee. 

(2) A violation of any provision of this chapter or any 
tule of the director adopted under this chapter by an agent, 
employee, officer, or director of the licensee shall be punish- 
able by a fine, established by the director, not to exceed one 
hundred dollars for each offense. Each day's continuance of 
the violation shall be a separate and distinct offense. Each 
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such fine shall be credited to the financial services regulation 
fund. [2001 c 177 § 10; 1994 c 92 § 270; 1989 c 212 § 11.] 


Additional notes found at www.leg.wa.gov 


31.40.120 Injunction. If, in the opinion of the director, 
a person violates or there is reasonable cause to believe that a 
person is about to violate any provision of this chapter or any 
tule adopted under this chapter, the director may bring an 
action in the appropriate court to enjoin the violation or to 
enforce compliance. Upon a proper showing, a restraining 
order, preliminary or permanent injunction, shall be granted, 
and a receiver or a conservator may be appointed for the 
defendant or the defendant's assets. [1994 c 92 § 271; 1989 c 
212 § 12.] 


31.40.130 Penalty—License impairment. The direc- 
tor may deny, suspend, or revoke a license if the applicant or 
holder violates any provision of this chapter or any rules pro- 
mulgated pursuant to this chapter. [1994 c 92 § 272; 1989 c 
212 § 13.] 


31.40.135 Application of RCW 31.24.230. RCW 
31.24.230 (1), (3), and (4) supersede any contrary provision 
of this chapter. [2006 c 87 § 29.] 


31.40.900 Severability—1989 c 212. If any provision 
of this act or its application to any person or circumstance is 
held invalid or, if in the written opinion of the small business 
administration, is contrary to the intent and purposes of the 
7(a) loan guaranty program, the director shall not enforce 
such provision but the remainder of the act or the application 
of the provision to other persons or circumstances shall not be 
affected. [1994 c 92 § 273; 1989 c 212 § 16.] 


Chapter 31.45 RCW 
CHECK CASHERS AND SELLERS 
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31.45.010 Definitions. 

31.45.020 Application of chapter. 

31.45.022 Privacy or confidentiality of any information or material— 
Federal or other state's laws. 

31.45.030 License required—Small loan endorsement—Application— 
Fee—Bond—Deposit in lieu of bond—Director's duties. 

31.45.040 Application for license or small loan endorsement—Financial 
responsibility—Director's investigation. 

31.45.043 Multistate licensing system—Director's discretion. 

31.45.045  Reports—Nationwide licensing system. 

31.45.050 Investigation or examination fee and annual assessment fee 
required—A mounts determined by rule—Failure to pay— 
Notice requirements of licensee. 

31.45.060  Licensee—Schedule of fee and charges—Recordkeeping. 

31.45.070  Licensee—Permissible transactions—Restrictions. 

31.45.073 Making small loans—Endorsement required—Due date—Ter- 
mination date—Maximum amount—Installment plans— 
Interest—Fees—Postdated check or draft as security. 

31.45.077 Small loan endorsement—Application—Form—Informa- 
tion—Exemption from disclosure—Fees. 

31.45.079 | Making small loans—Agent for a licensee or exempt entity— 
Federal preemption. 

31.45.080 Trust funds—Deposit requirements—Rules. 

31.45.082 Delinquent small loan—Restrictions on collection by licensee 
or third party—Definitions. 

31.45.084 Small loan installment plan—Terms—Restrictions. 

31.45.085 Loan application—Required statement—Rules. 

31.45.086 Small loans—Right of rescission. 

31.45.088 Small loans—Disclosure requirements—Advertising—Mak- 
ing loan. 

31.45.090 Report requirements—Disclosure of information—Rules. 


[Title 31 RCW—page 60] 


Title 31 RCW: Miscellaneous Loan Agencies 


31.45.093 Information system—Access—Required information— 
Fees—Rules. 

31.45.100 Examination or investigation—Director's authority—Costs. 

31.45.103 Subpoena authority—Application—Contents—Notice—Fees. 

31.45.105 Violations of chapter—Enforceability of transaction. 

31.45.110 Violations or unsound financial practices—Statement of 
charges—Hearing—Sanctions—Director's authority—Stat- 
ute of limitations. 

31.45.120 Violations or unsound practices—Temporary cease and desist 
order—Director's authority. 

31.45.130 | Temporary cease and desist order—Licensee's application for 
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31.45.140 Violation of temporary cease and desist order—Director's 
application for injunction. 

31.45.150 Licensee's failure to perform obligations—Director's duty. 

31.45.160 Director's possession of property and business—Appointment 
of receiver. 

31.45.180  Violation—Misdemeanor. 

31.45.190  Violation—Consumer protection act—Remedies. 

31.45.200 Director—Broad administrative discretion. 

31.45.210 Military borrowers—Licensee's duty—Definition. 

31.45.900 Effective date, implementation—1991 c 355. 

31.45.901 Effective date—2009 c 510. 


31.45.010 Definitions. Unless the context clearly 
requires otherwise, the definitions in this section apply 
throughout this chapter. 

(1) "Applicant" means a person that files an application 
for a license under this chapter, including the applicant's sole 
proprietor, owners, directors, officers, partners, members, 
and controlling persons. 

(2) "Borrower" means a natural person who receives a 
small loan. 

(3) "Business day" means any day that the licensee is 
open for business in at least one physical location. 

(4) "Check" means the same as defined in RCW 
62A.3-104(f) and, for purposes of conducting the business of 
making small loans, includes other electronic forms of pay- 
ment, including stored value cards, internet transfers, and 
automated clearinghouse transactions. 

(5) "Check casher" means an individual, partnership, 
unincorporated association, or corporation that, for compen- 
sation, engages, in whole or in part, in the business of cashing 
checks, drafts, money orders, or other commercial paper 
serving the same purpose. 

(6) "Check seller" means an individual, partnership, 
unincorporated association, or corporation that, for compen- 
sation, engages, in whole or in part, in the business of or sell- 
ing checks, drafts, money orders, or other commercial paper 
serving the same purpose. 

(7) "Collateral" means the same as defined in chapter 
62A.9A RCW. 

(8) "Controlling person" means a person owning or con- 
trolling ten percent or more of the total outstanding shares of 
the applicant or licensee, if the applicant or licensee is a cor- 
poration, and a member who owns ten percent or more of a 
limited liability company or limited liability partnership. 

(9) "Default" means the borrower's failure to repay the 
small loan in compliance with the terms contained in the 
small loan agreement or note or failure to pay any installment 
plan payment on an installment plan within ten days after the 
date upon which the installment was scheduled to be paid. 

(10) "Director" means the director of financial institu- 
tions. 

(11) "Financial institution" means a commercial bank, 
savings bank, savings and loan association, or credit union. 


(2018 Ed.) 


Check Cashers and Sellers 


(12) "Installment plan" is a contract between a licensee 
and borrower that provides that the loaned amount will be 
repaid in substantially equal installments scheduled on or 
after a borrower's pay dates and no less than fourteen days 
apart. 

(13) "Licensee" means a check casher or seller licensed 
by the director to engage in business in accordance with this 
chapter. "Licensee" also means a check casher or seller, 
whether located within or outside of this state, who fails to 
obtain the license or small loan endorsement required by this 
chapter. 

(14) "Loaned amount" means the outstanding principal 
balance and any fees authorized under RCW 31.45.073 that 
have not been paid by the borrower. 

(15) "Origination date" means the date upon which the 
borrower and the licensee initiate a small loan transaction. 

(16) "Outstanding principal balance" of a small loan 
means any of the principal amount that has not been paid by 
the borrower. 

(17) "Paid" means that moment in time when the 
licensee deposits the borrower's check or accepts cash for the 
full amount owing on a valid small loan. If the borrower's 
check is returned by the borrower's bank for any reason, the 
licensee shall not consider the loan paid. 

(18) "Person" means an individual, partnership, associa- 
tion, limited liability company, limited liability partnership, 
trust, corporation, and any other legal entity. 

(19) "Principal" means the loan proceeds advanced for 
the benefit of the borrower in a small loan, excluding any fee 
or interest charge. 

(20) "Rescission" means annulling the loan contract and, 
with respect to the small loan contract, returning the borrower 
and the licensee to their financial condition prior to the origi- 
nation date of the loan. 

(21) "Small loan" means a loan of up to the maximum 
amount and for a period of time up to the maximum term 
specified in RCW 31.45.073. 

(22) "Termination date" means the date upon which pay- 
ment for the small loan transaction is due or paid to the 
licensee, whichever occurs first. 

(23) "Total of payments" means the principal amount of 
the small loan plus all fees or interest charged on the loan. 

(24) "Trade secret" means the same as defined in RCW 
19.108.010. [2012 c 17 § 7; 2009 c 510 § 2; 2003 c 86 § 1; 
1995 c 18 § 1; 1994 c 92 § 274; 1993 c 143 § 1; 1991 c 355 § 
1.] 

Finding—Intent—Liberal construction—2009 c 510: "The legisla- 
ture finds that some small loan borrowers are unable to pay the entire loaned 
amount when it is due. Many of these borrowers take out multiple loans to 
pay off the original borrowed sum. 

It is the legislature's intent to reduce or limit the number of borrowers 
taking out multiple loans by providing for installment plans that give a bor- 
rower a better opportunity to pay off their original small loan without having 
to resort to taking out a subsequent loan or loans. 


This act shall be liberally construed to effectuate the legislature's intent 
to protect borrowers." [2009 c 510 § 1.] 


31.45.020 Application of chapter. (1) This chapter 
does not apply to: 

(a) Any financial institution or trust company authorized 
to do business in Washington; 
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(b) The cashing of checks, drafts, or money orders by 
any person who cashes checks, drafts, or money orders as a 
convenience, as a minor part of its customary business, and 
not for profit; 

(c) The issuance or sale of checks, drafts, or money 
orders by any corporation, partnership, or association that has 
a net worth of not less than three million dollars as shown by 
audited financial statements; and 

(d) The issuance or sale of checks, drafts, money orders, 
or other commercial paper serving the same purpose by any 
agent of a corporation, partnership, or association described 
in (c) of this subsection. 

(2) Upon application to the director, the director may 
exempt a person from any or all provisions of this chapter 
upon a finding by the director that although not otherwise 
exempt under this section, the applicant is not primarily 
engaged in the business of cashing or selling checks and a 
total or partial exemption would not be detrimental to the 
public. [2003 c 86 § 2; 1994 c 92 § 275; 1991 c 355 § 2.] 


31.45.022 Privacy or confidentiality of any informa- 
tion or material—Federal or other state's laws. (1) The 
requirements under any federal law or laws of another state 
regarding the privacy or confidentiality of any information or 
material provided to the department [of financial institu- 
tions], and any privilege arising under federal or state law, 
including the rules of any federal or state court, with respect 
to that information or material, continues to apply to the 
information or material after the information or material has 
been disclosed to the department [of financial institutions]. If 
consistent with applicable law, the information and material 
may be shared with all state and federal regulatory officials 
without the loss of privilege or the loss of confidentiality pro- 
tections provided by federal law or state law. 

(2) When the department [of financial institutions] is a 
party to a memoranda of understanding or enforcement order 
issued by the consumer financial protection bureau, the pri- 
vacy, confidentiality, or privilege accorded to the document 
by federal law continues to apply even after the memoranda 
or order has been signed by the director or a designee. 

(3) Any requirement under chapter 42.56 RCW relating 
to the disclosure of confidential supervisory information or 
any information or material described in subsection (1) or (2) 
of this section that is inconsistent with subsection (1) or (2) of 
this section is superseded by the requirements of this section. 
[2014 c 36 § 8.] 


31.45.030 License required—Small loan endorse- 
ment—Application—Fee—Bond—Deposit in lieu of 
bond—Director's duties. (1) Except as provided in RCW 
31.45.020, no check casher or seller may engage in business 
without first obtaining a license from the director in accor- 
dance with this chapter. A license is required for each loca- 
tion where a licensee engages in the business of cashing or 
selling checks or drafts. 

(2) Each application for a license shall be in writing in a 
form prescribed by the director and shall contain the follow- 
ing information: 

(a) The legal name, residence, and business address of 
the applicant and, if the applicant is a partnership, associa- 
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tion, or corporation, of every member, officer, and director 
thereof; 

(b) The location where the initial registered office of the 
applicant will be located in this state; 

(c) The complete address of any other locations at which 
the applicant proposes to engage in business as a check 
casher or seller; and 

(d) Such other data, financial statements, and pertinent 
information as the director may require with respect to the 
applicant, its directors, trustees, officers, members, or agents. 

(3) Any information in the application regarding the per- 
sonal residential address or telephone number of the appli- 
cant, and any trade secret as defined in RCW 19.108.010 
including any financial statement that is a trade secret, is 
exempt from the public records disclosure requirements of 
chapter 42.56 RCW. 

(4) The application shall be filed together with an inves- 
tigation and supervision fee established by rule by the direc- 
tor. Such fees collected shall be deposited to the credit of the 
financial services regulation fund in accordance with RCW 
43.320.110. 

(5)(a) Before granting a license to sell checks, drafts, or 
money orders under this chapter, the director shall require 
that the licensee file with the director a surety bond running 
to the state of Washington, which bond shall be issued by a 
surety insurer which meets the requirements of chapter 48.28 
RCW, and be in a format acceptable to the director. The 
director shall adopt rules to determine the penal sum of the 
bond that shall be filed by each licensee. The bond shall be 
conditioned upon the licensee paying all persons who pur- 
chase checks, drafts, or money orders from the licensee the 
face value of any check, draft, or money order which is dis- 
honored by the drawee bank, savings bank, or savings and 
loan association due to insufficient funds or by reason of the 
account having been closed. The bond shall only be liable for 
the face value of the dishonored check, draft, or money order, 
and shall not be liable for any interest or consequential dam- 
ages. 

(b) Before granting a small loan endorsement under this 
chapter, the director shall require that the licensee file with 
the director a surety bond, in a format acceptable to the direc- 
tor, issued by a surety insurer that meets the requirements of 
chapter 48.28 RCW. The director shall adopt rules to deter- 
mine the penal sum of the bond that shall be filed by each 
licensee. A licensee who wishes to engage in both check sell- 
ing and making small loans may combine the penal sums of 
the bonding requirements and file one bond in a form accept- 
able to the director. The bond shall run to the state of Wash- 
ington as obligee, and shall run to the benefit of the state and 
any person or persons who suffer loss by reason of the 
licensee's violation of this chapter or any rules adopted under 
this chapter. The bond shall only be liable for damages suf- 
fered by borrowers as a result of the licensee's violation of 
this chapter or rules adopted under this chapter, and shall not 
be liable for any interest or consequential damages. 

(c) The bond shall be continuous and may be canceled by 
the surety upon the surety giving written notice to the director 
and licensee of its intent to cancel the bond. The cancellation 
is effective thirty days after the notice is received by the 
director. Whether or not the bond is renewed, continued, rein- 
stated, reissued, or otherwise extended, replaced, or modi- 
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fied, including increases or decreases in the penal sum, it 
shall be considered one continuous obligation, and the surety 
upon the bond shall not be liable in an aggregate or cumula- 
tive amount exceeding the penal sum set forth on the face of 
the bond. In no event shall the penal sum, or any portion 
thereof, at two or more points in time be added together in 
determining the surety's liability. The bond shall not be liable 
for any liability of the licensee for tortious acts, whether or 
not such liability is imposed by statute or common law, or is 
imposed by contract. The bond shall not be a substitute or 
supplement to any liability or other insurance required by law 
or by the contract. If the surety desires to make payment with- 
out awaiting court action against it, the penal sum of the bond 
shall be reduced to the extent of any payment made by the 
surety in good faith under the bond. 

(d) Any person who is a purchaser of a check, draft, or 
money order from the licensee having a claim against the 
licensee for the dishonor of any check, draft, or money order 
by the drawee bank, savings bank, or savings and loan asso- 
ciation due to insufficient funds or by reason of the account 
having been closed, or who obtained a small loan from the 
licensee and was damaged by the licensee's violation of this 
chapter or rules adopted under this chapter, may bring suit 
upon such bond or deposit in the superior court of the county 
in which the check, draft, or money order was purchased, or 
in the superior court of a county in which the licensee main- 
tains a place of business. Jurisdiction shall be exclusively in 
the superior court. Any such action must be brought not later 
than one year after the dishonor of the check, draft, or money 
order on which the claim is based. In the event valid claims 
against a bond or deposit exceed the amount of the bond or 
deposit, each claimant shall only be entitled to a pro rata 
amount, based on the amount of the claim as it is valid against 
the bond, or deposit, without regard to the date of filing of 
any claim or action. 

(e) In lieu of the surety bond required by this section, the 
applicant for a check seller license may file with the director 
a deposit consisting of cash or other security acceptable to the 
director in an amount equal to the penal sum of the required 
bond. In lieu of the surety bond required by this section, the 
applicant for a small loan endorsement may file with the 
director a deposit consisting of cash or other security accept- 
able to the director in an amount equal to the penal sum of the 
required bond, or may demonstrate to the director net worth 
in excess of three times the amount of the penal sum of the 
required bond. 

The director may adopt rules necessary for the proper 
administration of the security or to establish reporting 
requirements to ensure that the net worth requirements con- 
tinue to be met. A deposit given instead of the bond required 
by this section is not an asset of the licensee for the purpose 
of complying with the liquid asset provisions of this chapter. 
A deposit given instead of the bond required by this section is 
a fund held in trust for the benefit of eligible claimants under 
this section and is not an asset of the estate of any licensee 
that seeks protection voluntarily or involuntarily under the 
bankruptcy laws of the United States. 

(f) Such security may be sold by the director at public 
auction if it becomes necessary to satisfy the requirements of 
this chapter. Notice of the sale shall be served upon the 
licensee who placed the security personally or by mail. If 
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notice is served by mail, service shall be addressed to the 
licensee at its address as it appears in the records of the direc- 
tor. Bearer bonds of the United States or the state of Wash- 
ington without a prevailing market price must be sold at pub- 
lic auction. Such bonds having a prevailing market price may 
be sold at private sale not lower than the prevailing market 
price. Upon any sale, any surplus above amounts due shall be 
returned to the licensee, and the licensee shall deposit with 
the director additional security sufficient to meet the amount 
required by the director. A deposit given instead of the bond 
required by this section shall not be deemed an asset of the 
licensee for the purpose of complying with the liquid asset 
provisions of this chapter. [2005 c 274 § 255; 2003 c 86 § 3; 
2001 c 177 § 11; 1995 c 18 § 4; 1994 c 92 § 276; 1993 c 176 
§ 1; 1991 c 355 § 3.] 


Examination reports and information from financial institutions exempt: 
RCW 42.56.400. 
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31.45.040 Application for license or small loan 
endorsement—Financial responsibility—Director's 
investigation. (1) The director shall conduct an investigation 
of every applicant to determine the financial responsibility, 
experience, character, and general fitness of the applicant. 
The director shall issue the applicant a license to engage in 
the business of cashing or selling checks, or both, or a small 
loan endorsement, if the director determines to his or her sat- 
isfaction that: 

(a) The applicant has satisfied the requirements of RCW 
31.45.030; 

(b) The applicant is financially responsible and appears 
to be able to conduct the business of cashing or selling checks 
or making small loans in an honest, fair, and efficient manner 
with the confidence and trust of the community; and 

(c) The applicant has the required bonds, or has provided 
an acceptable alternative form of financial security. 

(2) The director may refuse to issue a license or small 
loan endorsement if he or she finds that the applicant, or any 
person who is a director, officer, partner, agent, sole propri- 
etor, owner, or controlling person of the applicant, has been 
convicted of a felony in any jurisdiction within seven years of 
filing the present application or is associating or consorting 
with any person who has been convicted of a felony in any 
jurisdiction within seven years of filing the present applica- 
tion. The term "substantial stockholder" as used in this sub- 
section, means a person owning or controlling ten percent or 
more of the total outstanding shares of the applicant corpora- 
tion. 

(3) A license or small loan endorsement may not be 
issued to an applicant: 

(a) Whose license to conduct business under this chapter, 
or any similar statute in any other jurisdiction, has been sus- 
pended or revoked within five years of the filing of the pres- 
ent application; 

(b) Who has been banned from the industry by an admin- 
istrative order issued by the director or the director's desig- 
nee, for the period specified in the administrative order; or 

(c) When any person who is a sole proprietor, owner, 
director, officer, partner, agent, or controlling person of the 
applicant has been banned from the industry in an administra- 
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tive order issued by the director, for the period specified in 
the administrative order. 

(4) A license or small loan endorsement issued under this 
chapter shall be conspicuously posted in the place of business 
of the licensee. The license is not transferable or assignable. 

(5) A license or small loan endorsement issued in accor- 
dance with this chapter remains in force and effect until sur- 
rendered, suspended, or revoked, or until the license expires 
as a result of nonpayment of the annual assessment fee. 
[2003 c 86 § 4; 1996 c 13 § 1; 1995 c 18 § 5; 1994 c 92 § 277; 
1991 c 355 § 4.] 


31.45.043 Multistate licensing system—Director's 
discretion. Applicants may be required to make application 
through a multistate licensing system as prescribed by the 
director. Existing licensees may be required to transition onto 
a multistate licensing system as prescribed by the director. 
[2012 c 17 § 8.] 


31.45.045 Reports—Nationwide licensing system. 
Each licensee on a nationwide licensing system shall submit 
reports of condition which must be in the form and must con- 
tain the information as the director may require. [2014 c 36 § 
9.] 


31.45.050 Investigation or examination fee and 
annual assessment fee required—Amounts determined 
by rule—Failure to pay—Notice requirements of licensee. 
(1) Each applicant and licensee shall pay to the director an 
investigation or examination fee as established in rule and an 
annual assessment fee for the coming year in an amount 
determined by rule as necessary to cover the operation of the 
program. The annual assessment fee is due upon the annual 
assessment fee due date as established in rule. Nonpayment 
of the annual assessment fee may result in expiration of the 
license as provided in subsection (2) of this section. In estab- 
lishing the fees, the director shall differentiate between check 
cashing and check selling and making small loans, and con- 
sider at least the volume of business, level of risk, and poten- 
tial harm to the public related to each activity. The fees col- 
lected shall be deposited to the credit of the financial services 
regulation fund in accordance with RCW 43.320.110. 

(2) Ifa licensee does not pay its annual assessment fee by 
the annual assessment fee due date as specified in rule, the 
director or the director's designee shall send the licensee a 
notice of suspension and assess the licensee a late fee not to 
exceed twenty-five percent of the annual assessment fee as 
established in rule by the director. The licensee's payment of 
both the annual assessment fee and the late fee must arrive in 
the department's offices by 5:00 p.m. on the tenth day after 
the annual assessment fee due date, unless the department is 
not open for business on that date, in which case the licensee's 
payment of both the annual assessment fee and the late fee 
must arrive in the department's offices by 5:00 p.m. on the 
next occurring day that the department is open for business. If 
the payment of both the annual assessment fee and the late 
fee does not arrive prior to such time and date, then the expi- 
ration of the licensee's license is effective at 5:00 p.m. on the 
thirtieth day after the assessment fee due date. The director or 
the director's designee may reinstate the license if, within 
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twenty days after the effective date of expiration, the 
licensee: 

(a) Pays both the annual assessment fee and the late fee; 
and 

(b) Attests under penalty of perjury that it did not engage 
in conduct requiring a license under this chapter during the 
period its license was expired, as confirmed by an investiga- 
tion by the director or the director's designee. 

(3) If a licensee intends to do business at a new location, 
to close an existing place of business, or to relocate an exist- 
ing place of business, the licensee shall provide written noti- 
fication of that intention to the director no less than thirty 
days before the proposed establishing, closing, or moving of 
a place of business. [2003 c 86 § 5; 2001 c 177 § 12; 1996 c 
13 § 2; 1995 c 18 § 6; 1994 c 92 § 278; 1991 c 355 § 5.] 


Additional notes found at www.leg.wa.gov 


31.45.060 Licensee—Schedule of fee and charges— 
Recordkeeping. (1) A schedule of the fees and the charges 
for the cashing and selling of checks, drafts, money orders, or 
other commercial paper serving the same purpose shall be 
conspicuously and continuously posted in every location 
licensed under this chapter. The licensee shall provide to its 
customer a receipt for each transaction. The receipt must 
include the name of the licensee, the type and amount of the 
transaction, and the fee or fees charged for the transaction. 

(2) Each licensee shall keep and maintain such business 
books, accounts, and records as the director may require to 
fulfill the purposes of this chapter. Every licensee shall pre- 
serve such books, accounts, and records as required in rule by 
the director for at least two years from the completion of the 
transaction. Records may be maintained on an electronic, 
magnetic, optical, or other storage media. However, the 
licensee must maintain the necessary technology to permit 
access to the records by the department for the period 
required under this chapter. 

(3) A check, draft, or money order sold by a licensee 
shall be drawn on an account of a licensee maintained in a 
federally insured financial institution authorized to do busi- 
ness in the state of Washington. [2003 c 86 § 6; 1994 c 92 § 
279; 1991 c 355 § 6.] 


31.45.070 Licensee—Permissible transactions— 
Restrictions. (1) No licensee may engage in a loan business; 
the negotiation of loans; or the discounting of notes, bills of 
exchange, checks, or other evidences of debt in the same 
premises where a check cashing or selling business is con- 
ducted, unless the licensee: 

(a) Is conducting the activities of pawnbroker as defined 
in RCW 19.60.010; 

(b) Is a properly licensed consumer loan company under 
chapter 31.04 RCW; 

(c) Is conducting other lending activity permitted in the 
state of Washington; or 

(d) Has a small loan endorsement issued under this chap- 
ter. 

(2) Except as otherwise permitted in this chapter, no 
licensee may at any time cash or advance any moneys on a 
postdated check or draft. However, a licensee may cash a 
check payable on the first banking day following the date of 
cashing if: 
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(a) The check is drawn by the United States, the state of 
Washington, or any political subdivision of the state, or by 
any department or agency of the state or its subdivisions; or 

(b) The check is a payroll check drawn by an employer 
to the order of its employee in payment for services per- 
formed by the employee. 

(3) Except as otherwise permitted in this chapter, no 
licensee may agree to hold a check or draft for later deposit. 
A licensee must deposit all checks and drafts cashed by the 
licensee as soon as practicable. 

(4) No licensee may issue or cause to be issued any 
check, draft, or money order, or other commercial paper serv- 
ing the same purpose, that is drawn upon the trust account of 
a licensee without concurrently receiving the full principal 
amount, in cash, or by check, draft, or money order from a 
third party believed to be valid. 

(5) Each licensee shall comply with all applicable state 
and federal statutes relating to the activities governed by this 
chapter. [2012 c 17 § 9; 2003 c 86 § 7; 1995 c 18 § 7; 1994 c 
92 § 280; 1991 c 355 § 7.] 


31.45.073 Making small loans—Endorsement 
required—Due date—Termination date—Maximum 
amount—Installment plans—Interest—Fees—Postdated 
check or draft as security. (1) No licensee may engage in 
the business of making small loans without first obtaining a 
small loan endorsement to its license from the director in 
accordance with this chapter. An endorsement will be 
required for each location where a licensee engages in the 
business of making small loans, but a small loan endorsement 
may authorize a licensee to make small loans at a location 
different than the licensed locations where it cashes or sells 
checks. A licensee may have more than one endorsement. 

(2) A licensee must set the due date of a small loan on or 
after the date of the borrower's next pay date. If a borrower's 
next pay date is within seven days of taking out the loan, a 
licensee must set the due date of a small loan on or after the 
borrower's second pay date after the date the small loan is 
made. The termination date of a small loan may not exceed 
the origination date of that same small loan by more than 
forty-five days, including weekends and holidays, unless the 
term of the loan is extended by agreement of both the bor- 
rower and the licensee and no additional fee or interest is 
charged. The maximum principal amount of any small loan, 
or the outstanding principal balances of all small loans made 
by all licensees to a single borrower at any one time, may not 
exceed seven hundred dollars or thirty percent of the gross 
monthly income of the borrower, whichever is lower. A 
licensee is prohibited from making a small loan to a borrower 
who is in default on another small loan until after that loan is 
paid in full or two years have passed from the origination date 
of the small loan, whichever occurs first. 

(3) A licensee is prohibited from making a small loan to 
a borrower in an installment plan with any licensee until after 
the plan is paid in full or two years have passed from the orig- 
ination date of the installment plan, whichever occurs first. 

(4) A borrower is prohibited from receiving more than 
eight small loans from all licensees in any twelve-month 
period. A licensee is prohibited from making a small loan to 
a borrower if making that small loan would result in a bor- 
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rower receiving more than eight small loans from all licens- 
ees in any twelve-month period. 

(5) A licensee that has obtained the required small loan 
endorsement may charge interest or fees for small loans not 
to exceed in the aggregate fifteen percent of the first five hun- 
dred dollars of principal. If the principal exceeds five hun- 
dred dollars, a licensee may charge interest or fees not to 
exceed in the aggregate ten percent of that portion of the prin- 
cipal in excess of five hundred dollars. If a licensee makes 
more than one loan to a single borrower, and the aggregated 
principal of all loans made to that borrower exceeds five hun- 
dred dollars at any one time, the licensee may charge interest 
or fees not to exceed in the aggregate ten percent on that por- 
tion of the aggregated principal of all loans at any one time 
that is in excess of five hundred dollars. The director may 
determine by rule which fees, if any, are not subject to the 
interest or fee limitations described in this section. It is a vio- 
lation of this chapter for any licensee to knowingly loan to a 
single borrower at any one time, in a single loan or in the 
aggregate, more than the maximum principal amount 
described in this section. 

(6) In connection with making a small loan, a licensee 
may advance moneys on the security of a postdated check. 
The licensee may not accept any other property, title to prop- 
erty, or other evidence of ownership of property as collateral 
for a small loan. The licensee may accept only one postdated 
check per loan as security for the loan. A licensee may permit 
a borrower to redeem a postdated check with a payment of 
cash or the equivalent of cash. The licensee may disburse the 
proceeds of a small loan in cash, in the form of a check, or in 
the form of the electronic equivalent of cash or a check. 

(7) No person may at any time cash or advance any mon- 
eys on a postdated check or draft in excess of the amount of 
goods or services purchased without first obtaining a small 
loan endorsement to a check casher or check seller license. 
[2009 c 510 § 3; 2003 c 86 § 8; 1995 c 18 § 2.] 


Finding—Intent—Liberal construction—2009 c 510: See note fol- 
lowing RCW 31.45.010. 


31.45.077 Small loan endorsement—Application— 
Form—Information—Exemption from disclosure—Fees. 
(1) Each application for a small loan endorsement to a check 
casher or check seller license must be in writing and in a form 
prescribed by the director and shall contain the following 
information: 

(a) The legal name, residence, and business address of 
the applicant, and if the applicant is a partnership, corpora- 
tion, or association, the name and address of every member, 
partner, officer, and director thereof; 

(b) The street and mailing address of each location where 
the licensee will engage in the business of making small 
loans; 

(c) A surety bond, or other security allowed under RCW 
31.45.030, in the amount required; and 

(d) Any other pertinent information, including financial 
statements, as the director may require with respect to the 
licensee and its directors, officers, trustees, members, or 
employees. 

(2) Any information in the application regarding the 
licensee's personal residential address or telephone number, 
and any trade secrets of the licensee as defined under RCW 
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19.108.010 including any financial statement that is a trade 
secret, is exempt from the public records disclosure require- 
ments of chapter 42.56 RCW. 

(3) The application shall be filed together with an inves- 
tigation and review fee established by rule by the director. 
Fees collected shall be deposited to the credit of the financial 
services regulation fund in accordance with RCW 
43.320.110. [2005 c 274 § 256; 2003 c 86 § 9; 2001 c 177 § 
13; 1995 c 18 § 3.] 


Additional notes found at www.leg.wa.gov 


31.45.079 Making small loans—Agent for a licensee 
or exempt entity—Federal preemption. A person may not 
engage in the business of making small loans as an agent for 
a licensee or exempt entity without first obtaining a small 
loan endorsement to a check casher or check seller license 
under this chapter. An agent of a licensee or exempt entity 
engaged in the business of making small loans is subject to 
this chapter. To the extent that federal law preempts the 
applicability of any part of this chapter, all other parts of this 
chapter remain in effect. [2003 c 86 § 10.] 


31.45.080 Trust funds—Deposit requirements— 
Rules. (1) All funds received by a licensee or its agents from 
the sale of checks, drafts, money orders, or other commercial 
paper serving the same purpose constitute trust funds owned 
by and belonging to the person from whom they were 
received or to the person who has paid the checks, drafts, 
money orders, or other commercial paper serving the same 
purpose. 

(2) All such trust funds shall be deposited in a bank, sav- 
ings bank, or savings and loan association located in Wash- 
ington state in an account or accounts in the name of the 
licensee designated "trust account," or by some other appro- 
priate name indicating that the funds are not the funds of the 
licensee or of its officers, employees, or agents. Such funds 
are not subject to attachment, levy of execution, or sequestra- 
tion by order of a court except by a payee, assignee, or holder 
in due course of a check, draft, or money order sold by a 
licensee or its agent. Funds in the trust account, together with 
funds and checks on hand and in the hands of agents held for 
the account of the licensee at all times shall be at least equal 
to the aggregate liability of the licensee on account of checks, 
drafts, money orders, or other commercial paper serving the 
same purpose that are sold. 

(3) The director shall adopt rules requiring the licensee 
to periodically withdraw from the trust account the portion of 
trust funds earned by the licensee from the sale of checks, 
drafts, money orders, or other commercial paper serving the 
same purpose. If a licensee has accepted, in payment for a 
check, draft, money order, or commercial paper serving the 
same purpose issued by the licensee, a check or draft that is 
subsequently dishonored, the director shall prohibit the with- 
drawal of earned funds in an amount necessary to cover the 
dishonored check or draft. 

(4) If a licensee or its agent commingles trust funds with 
its own funds, all assets belonging to the licensee or its agent 
are impressed with a trust in favor of the persons specified in 
subsection (1) of this section in an amount equal to the aggre- 
gate funds that should have been segregated. Such trust con- 
tinues until an amount equal to the necessary aggregate funds 
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have been deposited in accordance with subsection (2) of this 
section. 

(5) Upon request of the director, a licensee shall furnish 
to the director an authorization for examination of financial 
records of any trust fund account established for compliance 
with this section. 

(6) The director may adopt any rules necessary for the 
maintenance of trust accounts, including rules establishing 
procedures for distribution of trust account funds if a license 
is suspended, terminated, or not renewed. [1994 c 92 § 281; 
1991 c 355 § 8.] 


31.45.082 Delinquent small loan—Restrictions on 
collection by licensee or third party—Definitions. (1) A 
licensee shall comply with all applicable state and federal 
laws when collecting a delinquent small loan. A licensee may 
charge a one-time fee as determined in rule by the director to 
any borrower in default on any loan or loans where the bor- 
rower's check has been returned unpaid by the financial insti- 
tution upon which it was drawn. A licensee may take civil 
action under Title 62A RCW to collect upon a check that has 
been dishonored. If the licensee takes civil action, a licensee 
may charge the borrower the cost of collection as allowed 
under RCW 62A.3-515, but may not collect attorneys' fees or 
any other interest or damages as allowed under RCW 62A.3- 
515. A licensee may not threaten criminal prosecution as a 
method of collecting a delinquent small loan or threaten to 
take any legal action against the borrower which the licensee 
may not legally take. 

(2) Unless invited by the borrower, a licensee may not 
visit a borrower's residence or place of employment for the 
purpose of collecting a delinquent small loan. A licensee may 
not impersonate a law enforcement official, or make any 
statements which might be construed as indicating an official 
connection with any federal, state, county, or city law 
enforcement agency, or any other governmental agency, 
while engaged in collecting a small loan. 

(3) A licensee may not communicate with a borrower in 
such a manner as to harass, intimidate, abuse, or embarrass a 
borrower, including but not limited to communication at an 
unreasonable hour, with unreasonable frequency, by threats 
of force or violence, or by use of offensive language. A com- 
munication shall be presumed to have been made for the pur- 
poses of harassment if it is initiated by the licensee for the 
purposes of collection and: 

(a) It is made with a borrower or spouse in any form, 
manner, or place, more than three times in a single week; 

(b) It is made with a borrower at his or her place of 
employment more than one time in a single week or made to 
a borrower after the licensee has been informed that the bor- 
rower's employer prohibits such communications; 

(c) It is made with the borrower or spouse at his or her 
place of residence between the hours of 9:00 p.m. and 7:30 
a.m.; or 

(d) It is made to a party other than the borrower, the bor- 
rower's attorney, the licensee's attorney, or a consumer 
reporting agency if otherwise permitted by law except for 
purposes of acquiring location or contact information about 
the borrower. 

(4) A licensee is required to maintain a communication 
log of all telephone and written communications with a bor- 
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rower initiated by the licensee regarding any collection 
efforts including date, time, and the nature of each communi- 
cation. 

(5) If a dishonored check is assigned to any third party 
for collection, this section applies to the third party for the 
collection of the dishonored check. 

(6) For the purposes of this section, "communication" 
includes any contact with a borrower, initiated by the 
licensee, in person, by telephone, or in writing (including 
emails, text messages, and other electronic writing) regarding 
the collection of a delinquent small loan, but does not include 
any of the following: 

(a) Communication while a borrower is physically pres- 
ent in the licensee's place of business; 

(b) An unanswered telephone call in which no message 
(other than a caller ID) is left, unless the telephone call vio- 
lates subsection (3)(c) of this section; and 

(c) An initial letter to the borrower that includes disclo- 
sures intended to comply with the federal fair debt collection 
practices act. 

(7) For the purposes of this section, (a) a communication 
occurs at the time it is initiated by a licensee regardless of the 
time it is received or accessed by the borrower, and (b) a call 
to a number that the licensee reasonably believes is the bor- 
rower's cell phone will not constitute a communication with a 
borrower at the borrower's place of employment. 

(8) For the purposes of this section, "week" means a 
series of seven consecutive days beginning on a Sunday. 
[2009 c 13 § 1; 2003 c 86 § 11.] 


31.45.084 Small loan installment plan—Terms— 
Restrictions. (1) If a borrower notifies a licensee that the 
borrower will be or is unable to repay a loan when it is due, 
the licensee must inform the borrower that the borrower may 
convert their small loan to an installment plan. The licensee 
must convert the small loan to an installment plan at the bor- 
rower's request. Each agreement for a loan installment plan 
must be in writing and acknowledged by both the borrower 
and the licensee. The licensee may not assess any other fee, 
interest charge, or other charge on the borrower as a result of 
converting the small loan into an installment plan. This 
installment plan must provide for the payment of the total of 
payments due on the small loan over a period not less than 
ninety days for a loan amount of up to and including four 
hundred dollars. For a loaned amount over four hundred dol- 
lars, the installment plan must be a period not less than one 
hundred eighty days. The borrower may pay the total of 
installments at any time. The licensee may not charge any 
penalty, fee, or charge to the borrower for prepayment of the 
loan installment plan by the borrower. Each licensee shall 
conspicuously disclose to each borrower in the small loan 
agreement or small loan note that the borrower has access to 
such an installment plan. A licensee's violation of such an 
installment plan constitutes a violation of this chapter. 

(2) The licensee must return any postdated checks that 
the borrower has given to the licensee for the original small 
loan at the initiation of the installment plan. 

(3) A licensee may take postdated checks for installment 
plan payments at the time the installment plan is originated. If 
any check accepted as payment under the installment plan is 
dishonored, the licensee may not charge the borrower any fee 
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for the dishonored check. If a borrower defaults on the 
installment plan, the licensee may charge the borrower a one- 
time installment plan default fee of twenty-five dollars. 

(4) If the licensee enters into an installment plan with the 
borrower through an accredited third party, with certified 
credit counselors, that is representing the borrower, the 
licensee's failure to comply with the terms of that installment 
plan constitutes a violation of this chapter. [2009 c 510 § 4; 
2003 c 86 § 12.] 

Finding—Intent—Liberal construction—2009 c 510: See note fol- 
lowing RCW 31.45.010. 


Additional notes found at www.leg.wa.gov 


31.45.085 Loan application—Required statement— 
Rules. (1)(a) In addition to other disclosures required by this 
chapter, the application for a small loan must include a state- 
ment that is substantially similar to the following: "At the 
time you repay this loan, you should have sufficient funds to 
meet your other financial obligations. If you cannot pay other 
bills because you are paying off this debt, you should go into 
the installment plan offered in connection with this loan." 

(b) The statement in (a) of this subsection must be on the 
front page of the loan application and must be in at least 
twelve point type. 

(2) The director may adopt rules to implement this sec- 
tion. [2009 c 510 § 5.] 


Finding—Intent—Liberal construction—2009 c 510: See note fol- 
lowing RCW 31.45.010. 


31.45.086 Small loans—Right of rescission. A bor- 
rower may rescind a loan, on or before the close of business 
on the next day of business at the location where the loan was 
originated, by returning the principal in cash or the original 
check disbursed by the licensee to fund the small loan. The 
licensee may not charge the borrower for rescinding the loan 
and shall return to the borrower any postdated check taken as 
security for the loan or any electronic equivalent. The 
licensee shall conspicuously disclose to the borrower this 
right of rescission in writing in the small loan agreement or 
small loan note. [2003 c 86 § 13.] 


31.45.088 Small loans—Disclosure requirements— 
Advertising—Making loan. (1) When advertising the avail- 
ability of small loans, if a licensee includes in an advertise- 
ment the fee or interest rate charged by the licensee for a 
small loan, then the licensee shall also disclose the annual 
percentage rate resulting from this fee or interest rate. 

(2) When advertising the availability of small loans, 
compliance with all applicable state and federal laws and reg- 
ulations, including the truth in lending act, 15 U.S.C. Sec. 
1601 and Regulation Z, 12 C.F.R. Sec. [Part] 226 constitutes 
compliance with subsection (1) of this section. 

(3) When making a small loan, each licensee shall dis- 
close to the borrower the terms of the small loan, including 
the principal amount of the small loan, the total of payments 
of the small loan, the fee or interest rate charged by the 
licensee on the small loan, and the annual percentage rate 
resulting from this fee or interest rate. 

(4) When making a small loan, disclosure of the terms of 
the small loan in compliance with all applicable state and fed- 
eral laws and regulations, including the truth in lending act, 
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15 U.S.C. Sec. 1601 and Regulation Z, 12 C.F.R. Sec. [Part] 
226 constitutes compliance with subsection (3) of this sec- 
tion. [2003 c 86 § 14.] 


31.45.090 Report requirements—Disclosure of infor- 
mation—Rules. (1) Each licensee shall submit to the direc- 
tor, in a form approved by the director, a report containing 
financial statements covering the calendar year or, if the 
licensee has an established fiscal year, then for such fiscal 
year, within one hundred five days after the close of each cal- 
endar or fiscal year. The licensee shall also file such addi- 
tional relevant information as the director may require. Any 
information provided by a licensee in an annual report that 
constitutes a trade secret under chapter 19.108 RCW is 
exempt from disclosure under chapter 42.56 RCW, unless 
aggregated with information supplied by other licensees in 
such a manner that the licensee's individual information is not 
identifiable. Any information provided by the licensee that 
allows identification of the licensee may only be used for pur- 
poses reasonably related to the regulation of licensees to 
ensure compliance with this chapter. 

(2) A licensee whose license has been suspended or 
revoked shall submit to the director, at the licensee's expense, 
within one hundred five days after the effective date of such 
surrender or revocation, a closing audit report containing 
audited financial statements as of such effective date for the 
twelve months ending with such effective date. 

(3) The director shall adopt rules specifying the form and 
content of such audit reports and may require additional 
reporting as is necessary for the director to ensure compliance 
with this chapter. [2005 c 274 § 257; 2003 c 86 § 15; 1994 c 
92 § 282; 1991 c 355 § 9.] 


31.45.093 Information system—Access—Required 
information—Fees—Rules. (1) The director must, by con- 
tract with a vendor or service provider or otherwise, develop 
and implement a system by means of which a licensee may 
determine: 

(a) Whether a consumer has an outstanding small loan; 

(b) The number of small loans the consumer has out- 
standing; 

(c) Whether the borrower is eligible for a loan under 
RCW 31.45.073; 

(d) Whether the borrower is in an installment plan; and 

(e) Any other information necessary to comply with this 
chapter. 

(2) The director may specify the form and contents of the 
system by rule. Any system must provide that the information 
entered into or stored by the system is: 

(a) Accessible to and usable by licensees and the director 
from any location in this state; and 

(b) Secured against public disclosure, tampering, theft, 
or unauthorized acquisition or use. 

(3) If the system described in subsection (1) of this sec- 
tion is developed and implemented, a licensee making small 
loans under this chapter must enter or update the required 
information in subsection (1) of this section at the time that 
the small loan transaction is conducted by the licensee. 

(4) A licensee must continue to enter and update all 
required information for any loans subject to this chapter that 
are outstanding or have not yet expired after the date on 
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which the licensee no longer has the license or small loan 
endorsement required by this chapter. Within ten business 
days after ceasing to make loans subject to this chapter, the 
licensee must submit a plan for continuing compliance with 
this subsection to the director for approval. The director must 
promptly approve or disapprove the plan and may require the 
licensee to submit a new or modified plan that ensures com- 
pliance with this subsection. 

(5) If the system described in subsection (1) of this sec- 
tion is developed and implemented, the director shall adopt 
tules to set the fees licensees shall pay to the vendor or ser- 
vice provider for the operation and administration of the sys- 
tem and the administration of this chapter by the department. 

(6) The director shall adopt rules establishing standards 
for the retention, archiving, and deletion of information 
entered into or stored by the system described in subsection 
(1) of this section. 

(7) The information in the system described in subsec- 
tion (1) of this section is not subject to public inspection or 
disclosure under chapter 42.56 RCW. [2009 c 510 § 6.] 


Finding—Intent—Liberal construction—2009 c 510: See note fol- 
lowing RCW 31.45.010. 


31.45.100 Examination or investigation—Director's 
authority—Costs. The director or the director's designee 
may at any time examine and investigate the business and 
examine the books, accounts, records, and files, or other 
information, wherever located, of any licensee or person who 
the director has reason to believe is engaging in the business 
governed by this chapter. For these purposes, the director or 
the director's designee may require the attendance of and 
examine under oath all persons whose testimony may be 
required about the business or the subject matter of the inves- 
tigation. The director or the director's designee may require 
the production of original books, accounts, records, files, or 
other information, or may make copies of such original 
books, accounts, records, files, or other information. The 
director or the director's designee may issue a subpoena or 
subpoena duces tecum requiring attendance and testimony, or 
the production of the books, accounts, records, files, or other 
information. The director shall collect from the licensee the 
actual cost of the examination or investigation. [2003 c 86 § 
16; 1994 c 92 § 283; 1991 c 355 § 10.] 


31.45.103 Subpoena authority—Application—Con- 
tents—Notice—Fees. (1) The director or authorized assis- 
tants may apply for and obtain a superior court order approv- 
ing and authorizing a subpoena in advance of its issuance. 
The application may be made in the county where the sub- 
poenaed person resides or is found, or the county where the 
subpoenaed documents, records, or evidence are located, or 
in Thurston county. The application must: 

(a) State that an order is sought under this section; 

(b) Adequately specify the documents, records, evi- 
dence, or testimony; and 

(c) Include a declaration made under oath that an inves- 
tigation is being conducted for a lawfully authorized purpose 
related to an investigation within the department's authority 
and that the subpoenaed documents, records, evidence, or tes- 
timony are reasonably related to an investigation within the 
department's authority. 
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(2) When an application under this section is made to the 
satisfaction of the court, the court must issue an order approv- 
ing the subpoena. An order under this subsection constitutes 
authority of law for the agency to subpoena the documents, 
records, evidence, or testimony. 

(3) The director or authorized assistants may seek 
approval and a court may issue an order under this section 
without prior notice to any person, including the person to 
whom the subpoena is directed and the person who is the sub- 
ject of an investigation. An application for court approval is 
subject to the fee and process set forth in RCW 36.18.012(3). 
[2011 c 93 § 10.] 

Finding—Intent—2011 c 93: See note following RCW 18.44.425. 


31.45.105 Violations of chapter—Enforceability of 
transaction. (1) It is a violation of this chapter for any per- 
son subject to this chapter to: 

(a) Directly or indirectly employ any scheme, device, or 
artifice to defraud or mislead any borrower, to defraud or 
mislead any lender, or to defraud or mislead any person; 

(b) Directly or indirectly engage in any unfair or decep- 
tive practice toward any person; 

(c) Directly or indirectly obtain property by fraud or mis- 
representation; 

(d) Make a small loan to any person physically located in 
Washington through use of the internet, facsimile, telephone, 
kiosk, or other means without first obtaining a small loan 
endorsement; and 

(e) Sell in a retail installment transaction under chapter 
63.14 RCW open loop prepaid access (prepaid access as 
defined in 31 C.F.R. Part 1010.100(ww) and not closed loop 
prepaid access as defined in 31 C.F.R. Part 1010.100(kkk)). 

(2) It is a violation of this chapter for any person subject 
to this chapter to: 

(a) Advertise, print, display, publish, distribute, or 
broadcast or cause or permit to be advertised, printed, dis- 
played, published, distributed, or broadcast [broadcasted] any 
statement or representation that is false, misleading, or 
deceptive, or that omits material information; 

(b) Fail to pay the annual assessment by the date and 
time as specified in RCW 31.45.050; 

(c) Fail to pay any other fee, assessment, or moneys due 
the department. 

(3) In addition to any other penalties, any transaction in 
violation of subsection (1) of this section is uncollectible and 
unenforceable. [2012 c 17 § 10; 2007 c 81 § 1.] 


31.45.110 Violations or unsound financial prac- 
tices—Statement of charges—Hearing—Sanctions— 
Director's authority—Statute of limitations. (1) The 
director may issue and serve upon a licensee or applicant, or 
any director, officer, sole proprietor, partner, or controlling 
person of a licensee or applicant, a statement of charges if, in 
the opinion of the director, any licensee or applicant, or any 
director, officer, sole proprietor, partner, or controlling per- 
son of a licensee or applicant: 

(a) Is engaging or has engaged in an unsafe or unsound 
financial practice in conducting a business governed by this 
chapter; 

(b) Is violating or has violated this chapter, including 
violations of: 
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(i) Any rules, orders, or subpoenas issued by the director 
under any act; 

(ii) Any condition imposed in writing by the director in 
connection with the granting of any application or other 
request by the licensee; or 

(iii) Any written agreement made with the director; 

(c) Is about to do the acts prohibited in (a) or (b) of this 
subsection when the opinion that the threat exists is based 
upon reasonable cause; 

(d) Obtains a license by means of fraud, misrepresenta- 
tion, concealment, or through mistake or inadvertence of the 
director; 

(e) Provides false statements or omits material informa- 
tion on an application; 

(f) Knowingly or negligently omits material information 
during or in response to an examination or in connection with 
an investigation by the director; 

(g) Fails to pay a fee or assessment required by the direc- 
tor or any multistate licensing system prescribed by the direc- 
tor, or fails to maintain the required bond or deposit; 

(h) Commits a crime against the laws of any jurisdiction 
involving moral turpitude, financial misconduct, or dishonest 
dealings. For the purposes of this section, a certified copy of 
the final holding of any court, tribunal, agency, or administra- 
tive body of competent jurisdiction is conclusive evidence in 
any hearing under this chapter; 

(i) Knowingly commits or is a party to any material 
fraud, misrepresentation, concealment, conspiracy, collusion, 
trick, scheme, or device whereby any other person relying 
upon the word, representation, or conduct acts to his or her 
injury or damage; 

(j) Converts any money or its equivalent to his or her 
own use or to the use of his or her principal or of any other 
person; 

(k) Fails to disclose any information within his or her 
knowledge or fails to produce any document, book, or record 
in his or her possession for inspection by the director upon 
demand; 

(1) Commits any act of fraudulent or dishonest dealing. 
For the purposes of this section, a certified copy of the final 
holding of any court, tribunal, agency, or administrative body 
of competent jurisdiction is conclusive evidence in any hear- 
ing under this chapter; 

(m) Commits an act or engages in conduct that demon- 
strates incompetence or untrustworthiness, or is a source of 
injury and loss to the public; 

(n) Violates any applicable state or federal law relating 
to the activities governed by this chapter. 

(2) The statement of charges must be issued under chap- 
ter 34.05 RCW. The director or the director's designee may 
impose the following sanctions against any licensee or appli- 
cant, or any directors, officers, sole proprietors, partners, con- 
trolling persons, or employees of a licensee or applicant: 

(a) Deny, revoke, suspend, or condition a license or 
small loan endorsement; 

(b) Order the licensee or person to cease and desist from 
practices that violate this chapter or constitute unsafe and 
unsound financial practices; 

(c) Impose a fine not to exceed one hundred dollars per 
day for each day's violation of this chapter; 
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(d) Order restitution or refunds to borrowers or other par- 
ties for violations of this chapter or take other affirmative 
action as necessary to comply with this chapter; and 


(e) Remove from office or ban from participation in the 
affairs of any licensee any director, officer, sole proprietor, 
partner, controlling person, or employee of a licensee. 


(3) The proceedings to impose the sanctions described in 
subsection (2) of this section, including any hearing or appeal 
of the statement of charges, are governed by chapter 34.05 
RCW. The statute of limitations on actions not subject to 
RCW 4.16.160 that are brought under this chapter by the 
director is five years. 


(4) Unless the licensee or person personally appears at 
the hearing or is represented by a duly authorized representa- 
tive, the licensee is deemed to have consented to the state- 
ment of charges and the sanctions imposed in the statement of 
charges. 


(5) Except to the extent prohibited by another statute, the 
director may engage in informal settlement of complaints or 
enforcement actions including, but not limited to, payment to 
the department for purposes of financial literacy and educa- 
tion programs authorized under RCW 43.320.150. [2014 c 
36 § 7; 2012 c 17 § 11; 2003 c 86 § 17; 1994 c 92 § 284; 1991 
c 355 § 11] 


31.45.120 Violations or unsound practices—Tempo- 
rary cease and desist order—Director's authority. When- 
ever the director determines that the acts specified in RCW 
31.45.110 or their continuation is likely to cause insolvency 
or substantial injury to the public, the director may also issue 
a temporary cease and desist order requiring the licensee to 
cease and desist from the violation or practice. The order 
becomes effective upon service upon the licensee and 
remains effective unless set aside, limited, or suspended by a 
court under RCW 31.45.130 pending the completion of the 
administrative proceedings under the notice and until such 
time as the director dismisses the charges specified in the 
notice or until the effective date of the cease and desist order 
issued against the licensee under RCW 31.45.110. [2003 c 
86 § 18; 1994 c 92 § 285; 1991 c 355 § 12.] 


31.45.130 Temporary cease and desist order— 
Licensee's application for injunction. Within ten days after 
a licensee has been served with a temporary cease and desist 
order, the licensee may apply to the superior court in the 
county of its principal place of business for an injunction set- 
ting aside, limiting, or suspending the order pending the com- 
pletion of the administrative proceedings pursuant to the 
notice served under RCW 31.45.120. The superior court has 
jurisdiction to issue the injunction. [1991 c 355 § 13.] 


31.45.140 Violation of temporary cease and desist 
order—Director's application for injunction. In the case 
of a violation or threatened violation of a temporary cease 
and desist order issued under RCW 31.45.120, the director 
may apply to the superior court of the county of the principal 
place of business of the licensee for an injunction. [1994 c 92 
§ 286; 1991 c 355 § 14.] 
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31.45.150 Licensee's failure to perform obligations— 
Director's duty. Whenever as a result of an examination or 
report it appears to the director that: 

(1) The capital of any licensee is impaired; 

(2) Any licensee is conducting its business in such an 
unsafe or unsound manner as to render its further operations 
hazardous to the public; 

(3) Any licensee has suspended payment of its trust obli- 
gations; 

(4) Any licensee has refused to submit its books, papers, 
and affairs to the inspection of the director or the director's 
examiner; 

(5) Any officer of any licensee refuses to be examined 
under oath regarding the business of the licensee; 

(6) Any licensee neglects or refuses to comply with any 
order of the director made pursuant to this chapter unless the 
enforcement of such order is restrained in a proceeding 
brought by such licensee; 
the director may immediately take possession of the property 
and business of the licensee and retain possession until the 
licensee resumes business or its affairs are finally liquidated 
as provided in RCW 31.45.160. The licensee may resume 
business upon such terms as the director may prescribe. 
[1994 c 92 § 287; 1991 c 355 § 15.] 


31.45.160 Director's possession of property and busi- 
ness—Appointment of receiver. Whenever the director has 
taken possession of the property and business of a licensee, 
the director may petition the superior court for the appoint- 
ment of a receiver to liquidate the affairs of the licensee. 
During the time that the director retains possession of the 
property and business of a licensee, the director has the same 
powers and authority with reference to the licensee as is 
vested in the director under chapter 31.04 RCW, and the 
licensee has the same rights to hearings and judicial review as 
are granted under chapter 31.04 RCW. [1997 c 101 § 4; 1994 
c 92 § 288; 1991 c 355 § 16.] 


31.45.180 Violation—Misdemeanor. Any person who 
violates or participates in the violation of any provision of the 
tules or orders of the director or of this chapter is guilty of a 
misdemeanor. [1994 c 92 § 290; 1991 c 355 § 18.] 


31.45.190 Violation—Consumer protection act— 
Remedies. The legislature finds and declares that any viola- 
tion of this chapter substantially affects the public interest 
and is an unfair and deceptive act or practice and an unfair 
method of competition in the conduct of trade or commerce 
as set forth in RCW 19.86.020. Remedies available under 
chapter 19.86 RCW shall not affect any other remedy the 
injured party may have. [1991 c 355 § 19.] 


31.45.200 Director—Broad administrative discre- 
tion. The director has the power, and broad administrative 
discretion, to administer and interpret the provisions of this 
chapter to ensure the protection of the public. [1994 c 92 § 
291; 1991 ¢ 355 § 20.] 


31.45.210 Military borrowers—Licensee's duty— 
Definition. (1) A licensee shall: 
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(a) When collecting any delinquent small loan, not gar- 
nish any wages or salary paid for service in the armed forces; 

(b) Defer for the duration of the posting all collection 
activity against a military borrower who has been deployed to 
a combat or combat support posting for the duration of the 
posting; 

(c) Not contact the military chain of command of a mili- 
tary borrower in an effort to collect a delinquent small loan; 

(d) Honor the terms of any repayment agreement 
between the licensee and any military borrower, including 
any repayment agreement negotiated through military coun- 
selors or third party credit counselors; and 

(e) Not make a loan from a specific location to a person 
that the licensee knows is a military borrower when the mili- 
tary borrower's commander has notified the licensee in writ- 
ing that the specific location is designated off-limits to mili- 
tary personnel under their command. 

(2) For purposes of this section, "military borrower" 
means any active duty member of the armed forces of the 
United States, or any member of the national guard or the 
reserves of the armed forces of the United States who has 
been called to active duty. [2005 c 256 § 1.] 


31.45.900 Effective date, implementation—1991 c 
355. This act shall take effect January 1, 1992. The director 
shall take such steps as are necessary to ensure that this act is 
implemented on its effective date. [1994 c 92 § 292; 1991 c 
355 § 24.] 


31.45.901 Effective date—2009 c 510. This act takes 
effect January 1, 2010. [2009 c 510 § 10.] 
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